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Tne Emplovee-Benelit Pan 
that will do the most good 
for vour company and its 
emplovees 


E are trustee under many kinds of employee-benefit 
plans. Our planning services are available to you, without 
obligation, in choosing the most suitable plan or plans for 
your company. 


Write or telephone our PENSION TRUST DIVISION 
22 William Street, New York 


CITY BANK FARMERS TRUST COMPANY 
Chartered 1822 
HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 


THE FIRST NATIONAL CITY BANK OF NEW YORK 














The IAS 
LIFE SCHOLARSHIP PRIVILEGE 


Olas of many attractive features of the IAS home 
study training plan, the Life Scholarship Privilege, has 
made a substantial contribution to the success of 
thousands of IAS graduates. 





















@ The ninety-assignment IAS Diploma Course in- 
cludes fifty advanced elective assignments selected by 
the student—those which will be of the greatest imme- 
diate benefit. On graduation, each student becomes 
entitled to all additional elective courses in the IAS 
curriculum with full educational service and consulta- 
tion privileges. 


















@ The courses included in this Life Scholarship ar- 
rangement (with the number of comprehensive study 
assignments indicated) are: 

































BASIC AUDITING (10) BUSINESS STATISTICS (10) 
PUBLIC AUDITING (20) FINANCIAL ANALYSIS (10) 
INTERNAL AUDITING (20) ECONOMICS (10) 

BASIC COST ACCOUNTING (10) OFFICE MANAGEMENT (30) 
ADVANCED COST ACCOUNTING (20) ACCOUNTING LAW (10) 
CORPORATION ACCOUNTING (10) FEDERAL INCOME TAX (10) 
MANAGEMENT CONTROL (20) CPA COACHING (20) 


@ With this broad curriculum at his command, each 
IAS student can study first those subjects needed im- 
mediately and can then broaden his knowledge of 
accounting and management through study of addi- 
tional electives. 





@ There is 0 additional charge for the Life Scholarship 
Privilege. It is included in the reasonably low enroll- 
ment fee for the Diploma Course. 


The school’s 24-page catalogue 
is available free upon request. 
Address your card or letter to 


the Sencha, LAF +++: INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD e¢ CHICAGO 6, ILLINOIS 












Mr. HArry W. ALEXANDER, 
founder of the Harry W. Alex- 
ander Organization, business 
consultants, New York City. 


“Quality doesn’t cost — it pays. Su- 
perior products and services return 
benefits far exceeding slight differ- 
ences — if any — in initial costs.” 


FOR EXAMPLE: Your business sta- 
tionery. Surveys by the National 
Stationers’ and Office Equipment Asso- 
ciation show that the paper constituting 
the average letterhead, envelope and file 
copy costs /ess than a postage stamp. 
This microscopic cost rises /ess than 1% 
of total correspondence costs when you 
entrust your letters—your personal 
representatives—to the highest-quality, 
most impressive, rag-content letter 
paper obtainable: ADVANCE BOND. 


ANOTHER EXAMPLE: Your business 
records. Record paper averages but 1% 
of total accounting costs. This minute 
cost increases Jess than 1% when you 
select the most durable, permanent 
record paper made: L. L. BROWN’S 
LINEN LEDGER. 


Thus at practically no extra cost, you 
can be sure of prestige-enhancing sta- 
tionery and dependable records regard- 

less of time and hard use. These plus 
' values have characterized L. L. Brown 
papers for 106 years. 


Your regular supplier of stationery and 
records is well versed in the various 
L. L. Brown papers. He will gladly 
recommend those best suited to your 
particular requirements. %. L. Brown 
Paper Company, Adams, Mass. 


L. L. BROWN 
(S/PAPERS 


**SO MUCH extra value 


FOR SO LITTLE extra cost’’ 
Since 1849 
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You can flip a coin if you want to, but... 


The sure-fire, economical way to find out when 
to turn in your old typewriters on new Royal 
Standards is to call your Royal Representative. 


He will come armed with facts and figures that 
will enable you to decide exactly which machines 
should be replaced now, and which should be 
kept around a little while longer. 


Those that should go now can be replaced by 
beautiful new Royal Standards ... available in 
six striking colors. 


Besides giving your office that modern, up-to- 
date look, these superb typewriters will enable 
your typists to turn out more work, faster and 


) tails we trade ’em in 


!?? 





easier. (Royals, you know, are preferred 214 to 1 
by people in business who type.) Your costs will 
go down because Royals take less time out for 
repairs . . . stay on the job longer. 


And ... the cost of a new Royal Standard is 
less than 1 per cent of the annual cost of a typing 
station. Sowhy not consult your Royal Represent- 
ative today and ask him to explain the details of 
trade-ins? He’s in your phone book. 


RGYA , standard 


electric - portable - roytype® business supplies 


Royal Typewriter Company, Division of Royal McBee Corporation. 











POLLS ON ACCELERATED DEPRECIATION PRACTICES 
UNDER THE 1954 REVENUE CODE 


Editors, THE CONTROLLER: 

On July 1, I wrote to 55 companies in- 
quiring what action they intended to take 
under the 1954 Revenue Code on the sub- 
ject of depreciation practices. This is a 
brief summary of the results of that poll. 

The principal point of the inquiry was 
to determine how many companies would 
take advantage of the Code by taking some 
form of accelerated depreciation for tax 
purposes without making a provision on 
the books. The questionnaire did reveal 
that a surprisingly large number of com- 
panies are still debating whether to take 
any advantage of the law as it now stands. 

Of the 55 companies to whom the in- 
quiry was sent, 47 replied. Of these, 28 
have changed their depreciation practices 
on the basis of the new Revenue Act. A 
number of those who have not changed 
are still considering doing so, subject to 
inquiries they are making themselves at 
this time. Of the 28 companies making 
some change, 17 are adopting the sum-of- 
the-year’s-digits, six are adopting declin- 
ing balance, and five are using both meth- 
ods depending upon the class of assets in- 
volved. 


On the question of how the deprecia- 
tion will be recorded on the books and 
tax returns, the group was almost evenly 
divided. Fifteen say that the provision on 
books and tax returns will be the same; 
13 state that these will not be in agree- 
ment. 

In connection with this question, it may 
be that a few of those, who replied that 
they would not be the same, did not in- 
tend to infer that there would be a higher 
depreciation charge in the tax return than 
would be taken on the books, although 
most of those replying correctly inter- 
preted the question in this light. There 
was a divided opinion as to the propriety 
of taking more in the returns than would 
be taken on the books. A number ex- 
pressed the view that rates should be the 
same for both book and tax purposes, 
while others felt that the tax provision 
was a highly artificial one deriving from 
the tax law only. 

On the subject of past years’ provisions, 
13 of the 48 stated that provisions in the 
tax returns were not in agreement with 
book provisions, whereas the remaining 
companies reported these to be the same. 





744 BROAD STREET 





BLADES & MACAULAY 
INSURANCE ADVISERS 


Complete Surveys of 
Corporate Insurance Affairs 


No Insurance Sold 


Established 1926 


NEWARK 2, N. J. 








Twenty companies reported that they kept 
separate records for tax depreciation. 

A number of companies could see no 
advantage in taking faster depreciation, 
feeling this was only gambling on the fu- 
ture tax rate. Actually, for a company 
which makes continuous capital expendi- 
tures at a fairly uniform rate, the use of 
accelerated depreciation would produce 
cash which, if the expenditures continue 
with expanding growth, could represent 
a permanent cash advantage to the com- 
pany’s working capital. For example, a 
company with a $12 million annual cap. 
ital expenditure budget on an average 
over-all 5% depreciation rate could, over 
the next 20 years, gain almost $20 million 
in additional cash due to the tax savings 
on the accelerated depreciation. As long 
as capital expenditures continue or are on 
the upgrade, this is a free addition to its 
working capital. 

Some companies expressed themselves © 
regarding this point and indicated this has ” 
been the reason why they intended to take 
advantage of the accelerated rate. At the © 
same time, as mentioned above, there was 
almost an evenly divided opinion as to 
whether, in so doing, a similar charge 
should be made on the books so that the 
earnings in those years would be affected. 

I appreciate the cooperation of those 
who replied to the questionnaire. The cur- 
rent interest in this subject is strong and 
apparently similar questionnaires are be- 
ing prepared by other companies along 
these same lines. 


THOMAS M. McDADE 
Controller 

General Foods Corporation 
White Plains, N. Y. 


Paul H. Wernicke, comptroller, Minneap- 
olis-Honeywell Regulator Co., Minneapolis, 
Minn., was conducting a similar survey ab 
the same time that Mr. McDade made the 
one referred to above, 

Mr. Wernicke’s personal view is that a 
study of various ways to handle depreciation 
accounting-wise “will reveal that in a growth 
company, where capital asset additions will 
in the foreseeable future equal or exceed 
those of the past and where assets are today 
conservatively stated in the accounts of the 
company, only one approach is sensible, 
namely, the accelerated depreciation should 
be taken for tax purposes only and the tax | 
savings should be reflected as an increase im 
income. 

“Any projections in such a case,” Mr 
Wernicke continues, “show that if these sav- 
ings are credited to a reserve account, that re- 
serve will continue to build up for a numbet 
of years and finally level off, but will never 
be used. Final disposition would result in 
closing the reserve account out to surplus in 
which event it would never be reflected in the 
income accounts where it belongs. If this is 
admitted, then certainly, under the condi- 
tions I describe, the third alternative, chatg- 
ing income for the added depreciation, 1 
completely without justification.” 
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by Jim G. Ashburne 


by John H. Rittenhouse 


by John V. van Pelt Ill 


by Paul M. Trueger 





Commenting on the results of his own sur- 
vey, Mr. Wernicke says, “while the results 
of this survey do not support my position to 
the degree I had hoped, I believe there is 
good reason to believe that the results of 
this survey are not necessarily in any case a 
reflection of how this matter will be handled 
in the financial statements this year-end. I 
say this because I believe that in many cases 
this problem, at the time of the survey, had 
not been taken up as a policy matter and, 
therefore, had not been thoroughly studied; 
that, in many cases, the reply represented 
the personal opinion of the person to whom 
the questionnaire was directed. This of 
course I can’t prove but I have a feeling that 


Bg . Cr 
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final treatment in the financials this year- 
end will not necessarily follow the pattern 
disclosed in the survey.” 

The results of Mr. Wernicke’s survey are 
shown below. We are indebted to Messrs. 
McDade and Wernicke for permission to 
publish the results of their surveys as well 
as their views.—The Editors 


UNIFORM FORMULA FOR 
TAX CORPORATE APPORTIONMENT 
Editors, THE CONTROLLER: 

For some. time the Council of State 
Governments has been studying corporate 
income tax apportionment formulas, and 


RESULTS OF WERNICKE POLL 


Number of firms reporting 98 
Number adopting accelerated depreciation 67 
Number not adopting accelerated depreciation 26 
Number as yet undec'ded 5 
ai 
Of those adopting accelerated depreciation: 
Number taking accelerated depreciation for taxes and 
books, thereby reducing income 4] 
Number taking accelerated depreciation for taxes only 
and crediting tax saving to deferred liability account, 
thereby leaving net income unchanged 7 
Number taking accelerated depreciation for taxes 
only, keeping books on normal depreciation basis and 
reflecting tax saving as an increase in net income 13 
Number undecided as to accounting treatment 6 
67 
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especially the possibilities of obtaining 
agreement on a uniform formula. In its 
work, the Council has had the assistance 
of an Advisory Committee consisting of 
state tax administrators and representa- 
tives of various business groups. 

We are now beginning a survey of cor- 
porate taxpayers in order to measure the 
financial impact on the revenues of indi- 
vidual states of various possible apportion- 
ment formulas. Beginning in the middle of 
October, the Council will send question- 
naires to a sample of merchandising and 
manufacturing concerns which are subject 
to the corporate income tax laws of two 
or more states. The names and addresses 
of the concerns included in this sample 
are being furnished by state tax adminis- 
trators. Each concern will be asked to esti- 
mate the amount of taxes it would have 
paid in each state in which it did business 
last year, assuming that all states had used 
the formula proposed for test purposes. It 
also will be asked to indicate approximately 
the amount of tax paid under existing 
laws. 

On the basis of returns from this sur- 
vey, the Council will analyze the data and 
prepare a report. The report will in no 
way identify individual concerns, but from 
the data obtained it should be possible to 
estimate the effects upon the revenue of 
the states of the various formulas used in 
the survey. The survey will provide a basis 
for work by the committee in its efforts to 
develop an equitable uniform apportion- 
ment formula which may be acceptable to 
the several states as well as to the busi- 
nesses subject to these taxes. 

The committee will appreciate very 
much the cooperation of corporate tax- 
payers in this endeavor. 


WILLIAM L. FREDERICK 
Director of Research 

Council of State Governments 
Chicago, IIl. 


In April 1954, Controllership Foundation, 
research arm of Controllers Institute, pub- 
lished a study entitled, “Apportionment and 
Allocation of Corporate Net Income for 
State Taxes.” This study, undertaken at the 
request of the Institute’s National Commit- 
tee on State and Local Taxation, makes a 
convenient, comparative general analysis of 
available facts about apportionment and al- 
location factors used by states in levying 
taxes based on, or measured by, net income 
of corporations in the manufacturing, dis- 
tributive and extractive and processing 
fields of business and engaged in interstate 
commerce. The analysis also extends to def- 
nition of apportionment or allocation factors 
as set forth by statute, administrative regu- 
lations and decisions or as established in 
leading court decisions. This study was 
made available to the Governor's Confer- 
ence as well as its research agency, the Coun- 
cil of State Governments. Copies are avail- 
able from Controllership Foundation, Int, 
Two Park Avenue, New York 16, N. Y. 
$1.50 per copy ($1.00 to members of Con- 
trollers Institute).—The Editors 
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At institutions which serve the public 


If you manage a hospital or club... operate a hotel or motel 


...or if you are in the restaurant business 


—the friden can give you complete cost control 


More businesses of every kind, every day, mechanize | —much of which is saved by Friden figure-thinking. 
their figuring with the fully automatic Friden Cal- | Time-savings on payroll, invoices, inventory, dis- 
culator—for this reason: The Friden performs more — counts, cost control — all business calculations — 
steps in figure-work without operator decisions than —_ amortize quickly the cost of this machine. And oper- 
any other calculating machine ever developed. Op- _ation is no problem: So automatic is the Friden that 
erator decisions (thinking plus motions) take time = anyone can use it with the simplest instructions. 






-..in a range of 
sizes and prices meeting 
all figuring needs 


THE THINKING MACHINE 


OF AMERICAN BUSINESS 








8 
EASY TO SEE THE COST SAVINGS a Friden can bring your business. Ask your nearby 4 
Friden Man to show you some examples with your own figure-work. Friden sales, 
instruction and service available throughout the U.S. and the world. FripeN 4 
CarcutaTinG Macuine Co., Inc., San Leandro, Calif. ©Friden Calculating Machine Co., Inc. & bi 


Products of Friden» THE AUTOMATIC CALCULATOR * THE NATURAL WAY ADDING MACHINE * THE COMPUTYPER + THE ADD-PUNCH MACHINE 
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Business Is People 


People often refer to the ‘business world’’ with connota- 
tions of something a bit different from the world of the 
housewife, the farmer, the scientist, or even the space cadet. 
But the business world is only, and simply, a conglomeration 
of individuals engaged in profitable pursuits. No one of 
them is completely independent of his fellows. Even the 
most highly individualized private enterpriser must rely on 
suppliers or customers whether he is marketing a product or 
a service—or even a book about the business world. 


ANTIBUSINESS PATTERNS 

Some of our scholarly neighbors have depicted a business 
world composed of automatons who are almost bloodless; 
othets (including some Hollywood script writers as well as 
novelists discussing the world of the “huckster’’) see the 
business world as the nearest thing to “nature in the raw,” a 
jungle of opportunistic throat-cutters and back-stabbers. 

Business is people. That statement has been made many 
times before. It is not a bromide; rather one of the “‘eternal 
truths’’ and the more understanding businessmen and non- 
businessmen have of this fundamental fact, the less likely 
we are to witness the excessive misunderstandings of the 
past.and the repressive, antibusiness patterns that have been 
omnipresent. 

From two publishers come three books which could help, 
individually or collectively, to bring further understanding 
of the oft-maligned businessman. 

The first, “Successful Leadership in Business,” (Prentice- 
Hall) is a “how” book containing many specific suggestions 
for techniques to step up the individual’s ability to direct 
others. The author has based his text on tested, workable 
methods of getting things done, of developing a “‘business- 
man’s mind,” of stimulating the imagination and develop- 
ing ideas—and getting others to do likewise—of reconciling 
differences of opinion and gaining cooperation and respect. 


GETTING TO THE TOP 

The author has aimed his book, it would seem, particu- 
larly at the oncoming wave of top executives, but many a 
top executive will benefit from the cogent, practical text. It 
will remind many a business executive of things that he has 
half forgotten. 
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The second of the books, entitled “What Makes an Ex- 
ecutive?” is based on a round table on executive potential 
and performance sponsored recently by the Graduate School 
of Business at Columbia University, New York. 

The text of this volume is related to the one previously 
mentioned because once the reader has “made his mark”’ by 
successful application of the recommendations in ‘‘Success- 


® ful Leadership in Business,” he will be confronted with the 
== problems that face all top executives. To understand himself 
* better, it will be helpful if he has brought himself abreast 


of the findings of this Columbia University round table as 
presented in ‘“What Makes an Executive?” 


ROUND TABLE ON MANAGEMENT RESEARCH 

The book—outgrowth of a project being carried out un- 
der a grant from the McKinsey Foundation for Manage- 
ment Research—is a distillation of the thoughts and opin- 
ions of 17 well-known figures in business and public affairs, 
including a former chairman of the board of American Can 
Company, the president of National Biscuit Company, the 
executive vice president of the Mutual Life Insurance Com- 
pany of New York, the executive vice president of General 
Dynamics Corporation, a former director of the Standard 
Oil Company (N. J.), the president of a large New York 
department store, the chairman of the board of a major New 
York bank, the president of a major utility and like indi- 
viduals. 

In their deliberations, the members of the round table ex- 
amined not only their personal experiences, but also the 
training and selection programs with which they are familiar 
in their business activities. Various programs for executive 
training were analyzed and evaluated in the light of ob- 
servable results. 


THE SEARCH FOR ABILITY 

One of the findings is the clear recognition that American 
business leaders have a problem in finding an adequate num- 
ber of capable executives. It is likewise admitted that this 
problem will not solve itself, partly because business was 
late, in the words of the editor of the discussions, in recog- 
nizing the importance of human resources. Within less than 
two generations, it is pointed out, business has become 
deeply involved in the search for answers to the problem 
of executive personnel. 

Among other points brought forth is the view that busi- 
ness management realizes that an almost exclusive reliance 
on college-trained individuals during recent decades has 
been an error and because with this attitude, there has been 
an almost inevitable neglect of many able persons who have 
not acquired a college degree. 


EXECUTIVE DEVELOPMENT PROGRAMS 

The members of the round table felt that there is little 
alternative to the establishment of an executive development 
program within a company, despite the many problems that 
such a program brings to the fore. The participants, aftet 
appraising the methods and procedures of their own and 
other organizations in executive development programs, 
were not satisfied with any one system, however. 
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This volume gives the reader the pleasant reaction of 
“eavesdropping” on the shirt-sleeve deliberations of a small, 
but carefully selected, group of business leaders. 

And thus we come to the third book, ‘The Big Business 
Executive’ (Columbia University Press), which is perhaps 
the most challenging of the three volumes. 

The Newcomer work based on statistical studies by the 
author, who is professor of economics at Vassar College and 
author of an earlier work, ‘“Taxation and Fiscal Policy,” as 
well as other books in the economics field, endeavors to an- 
swer the question of who is, who can be, and who should 
be the big business executive today. 


THE BACKGROUND OF SUCCESS 

The author has carefully examined the backgrounds of 
many chief executives of corporations—both presidents and 
board chairmen—in three selected periods: the 1900 group 
covering executives holding office any time during the five 
years 1899-1903 inclusive; the 1925 group including those 
from 1923-25; and the 1950 group including those at the 
corporate summit in the span of years from January 1, 1940 
to June 30, 1953. 

The book is concerned not only with how these chief 
executives of major business organizations reached the top, 
but also with such questions as the importance of family 
background, social and economic origins, education, reli- 
gion, early business career, etc. 

In addition, the author has analyzed the service of these 
chief executives prior to their assumption of the presidency 
—were they “inside” executives or were they brought in 
from outside corporations? 


UPWARD VIA “FINANCE” 

Many fascinating nuggets of information appear through- 
out the text. For example, one that will hold interest for 
corporate controllers and financial officers is this: an analysis 
of the departments within corporations through which ex- 
ecutives reach the top position, indicates that 72 of 383 sur- 
veyed came through “‘finance.”’ Only “operations and pro- 
duction” with 175 had a higher total. The legal channel 
brought 48 to the top, sales and advertising contributed 58 
and the rest were from various corporation categories. 

The author also reviews the matter of incentives, the 
qualifications that appear desirable for the successful ex- 
ecutive, based on the statistical study, and then closes with a 
stimulating chapter on the profession of business adminis- 
tration from which it is pertinent to quote the following: 


“Business administration still has along way to go before 
it can be accepted as a profession in its own right. To date, 
most of the professional training and most of the profes- 
sional standards found among the executives have been 
borrowed from other professions. Perhaps these will do, 
but it seems probable that the graduate schools of business 
administration will succeed in the end in setting up more 
appro priate standards. And to the extent that professionaliza- 
lion of business administration is achieved, it may serve as 
an increasingly important factor in modifying the antisocial 
lendencies of big business that made ‘trust-busting’ a popu- 
lar political issue in the earlier history of business combina- 
tions,’ —PAUL HAASE 
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Controllers Find 


Profit in 
Bibliographies 





The editor of Dun’s Review and Modern Industry says 
that 

“To have a list of worthwhile reading is to have both a 
starting point for self-enlightenment and a wide-range 
view of a particular field. These are provided by... 
bibliographies on business subjects... .” 
Controllership Foundation has published two outstanding 
bibliographies, for use by top management, which deal 
with subjects of vital interest to today’s business executive. 


ELECTRONICS IN BUSINESS 


Use this mew descriptive reference guide for complete, 
but concise, information on: 


Who makes electronic data-processing systems 
W hat their characteristics are 
W here they are installed 


Also—over 300 annotated listings of periodical litera- 
ture 


Plus—annotated listings of books, pamphlets, pro- 
ceedings, reports 
Plus—descriptions of conferences, seminars 
and training programs 


No matter what your specific interest in electronic data- 
processing for business, this guide will tell you where 
to find the answers. $2.00 


($1.50 to members of Controllers Institute of America) 


MANAGEMENT PLANNING AND CONTROL 
An Annotated Bibliography 


Widely acclaimed as the authoritative guide to material 
on this important subject, it contains a descriptive guide 
to references on basic and general material in this field. 
In addition, there are other sections on organization for 
management planning and control; establishing the goals 
of business ; forecasting and related research and analysis ; 
planning and related research and analysis; budgeting 
and control of assets, expenses, operations; and reporting 
results and appraising performance. More than 700 en- 
tries are listed and described under these seven major 
topical classes. $6.50 


($5.00 to members of Controllers Institute of America) 


CONTROLLERSHIP FOUNDATION, INC. 


Research Arm of Controllers Institute 


Two Park Avenue * New York 16, N. Y. 






















“ Sialonal Accounting Machines save us $75,000 a year... 
return 100% of investment annually.” 


—SUN OIL COMPANY, ‘Pioneering in petroleum progress for 70 years” 


“National Accounting Machines save us 
$75,000 a year. Considering our total in- 
vestment of $75,050, we enjoy an annual 
return in savings of 100%. 

“Our accounting is highly centralized. 
For example, while our operations cover 
both the United States and Canada, the 
control of our payroll is centered in Phil- 
adelphia. This one office organizes all the 
varying, widespread payroll information. 

“We particularly like the original-print 
earnings record which provides analyzed 


detail for each of our 17,000 employees. 
Also important to us is the fact that it 
requires no ‘middle-man’ accounting for 
various deductions, statements for tax re- 
ports, savings bond detail and control, stock 
purchase records and insurance controls. 

“Personnel taken from our own ranks is 
easily trained to produce prompt, accurate 
accounting records which permit us to main- 
tain an efficient operation at all times.” 


THE NATIONAL CASH REGISTER COMPANY, payron 9, on10 


977 OFFICES IN 94 COUNTRIES 


------------7 







In your business, too, National ma- 
chines will pay for themselves with 
the money they save, then continue 
savings as annual profit. Your near- 
by National man will gladly show 
how much you can save—and why 
your operators will be happier. (See 
yellow pages of your phone book, or 
write to us at Dayton 9, Ohio.) 





ATRADE MARK REG.U.S.PAT.OFF, 
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Automatic Computer Acquisition 


Ned Chapin 


NE CHARACTERISTIC of automatic 
O computer feasibility studies stands 
out. It seems to be of epidemic propor- 
tions for it is common in the majority of 
the feasibility studies evaluating the pos- 
sibilities of acquiring and using an auto- 
matic computer. That one characteristic 
is a lack of understanding of the financial 
significance of the dollar figures that are 
commonly found as part of the interior 
stuffing of the reports of automatic com- 
puter feasibility studies. 

This lack of understanding is unfortu- 
nate. It is unfortunate because it clouds 
the issues and hence makes executive deci- 
sion more difficult. When subordinates 
prepare and present a report without un- 
derstanding the significance of the dollar 
figures they have worked with, it falls 
upon the executive to untangle the mean- 
ing and significance of the figures from 
the figures themselves. This is a waste of 
an executive's time; one of the purposes 
of having a report made is to bring the 
meaning and significance of the figures to 
the fore so that an executive can make 
the decisions without having to do the un- 
tangling. 

This lack of understanding is unfortu- 
nate for another reason. It is unfortunate 
because it often leads the persons prepar- 
ing a feasibility study to make errors in 
analysis. Understanding provides the 
guideposts for doing anything. If under- 
standing is not present, not even very de- 
tailed supervision can fully compensate 
for the weak guidance. Analysis errors 
creep in easily when people do not un- 
derstand: the framework that the execu- 
tive will apply in interpreting the analyses 
they prepare. 


USE OF FUNDS 


The lack of understanding of the finan- 
cial significance of the dollar figures often 
shows up as an ignorance of the flow of 
funds. For example, some persons do not 


FINANCIAL ASPECTS OF 


fully understand that many operating 
items are uses of funds. Some of these 
persons appear ignorant of it even on 
their payday! They do not seem to realize 
that the company could have used for 
something else the money that is in part 
represented by their paychecks. The some- 
thing else might have been other labor 
services, or raw materials, or parts for as- 
sembly, or taxes, or new machine tools, or 
even an automatic computer. Cash dis- 
bursements are always uses of funds, but 
they are not the only uses of funds. 

Funds can be used without going 
through the formality of writing a check, 
or handing out currency and coin. The 
less obvious uses of funds are of common 
occurrence. An example of the less ob- 
vious uses of funds is seen when the com- 
pany’s customers make payments more 
slowly on their accounts. For the com- 
pany, the dollar result is an increase in 
the balance of accounts receivable. But 
the significance of that dollar result is 
that additional funds are being used by 
the amount of the increase in the balance. 
Funds that could have been used for 
some other purpose are now invested in 





NED CHAPIN, Chicago business consultant and lecturer, 
holds an MBA degree from the School of Business of the 
University of Chicago (1949). Following service in the 
Korean War, in which he was in Europe in the Army En- 
gineers as a work simplification instructor, he held a 
position as business systems analyst with a major manu- 
facturer of aircraft components. He is author of a num- 
ber of articles on the application of automatic comput- 
ers in business as well as the book “An Introduction to 
Automatic Computers: A Systems Approach for Business.” 
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accounts receivable—and usually involun- 
tarily too! From the point of view of an 
executive, such less obvious uses of funds 
are just as important as the more obvious 
uses such as the purchase of some new 
machine tools, for example. 


SOURCES OF FUNDS 

Many of the same things that are true 
of the uses of funds are also true of the 
sources of funds. Some sources are ob- 
vious, and little misunderstanding exists 
about them. For example, cash sales are 
widely recognized as sources of funds. 
Increases in liabilities—taking a loan or 
floating a bond issue, for example—are 
also fairly widely understood as being 
sources of funds. But some other sources 
of funds are not so widely understood as 
being that. For example, when a com- 
pany’s customers accelerate payments on 
their accounts, the decrease in the balance 
of accounts receivable is an additional 
source of funds. 

Some sources of funds are even less ob- 
vious. For example, not many persons 
clearly understand that the amortization of 
an asset yields a source of funds. Many 
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persons, without thinking, lump depreci- 
ation in with operating items that are 
uses of funds. But depreciation is actually 
a source of funds. This can be more easily 
seen if looked at from another point of 
view. 

To see that the amortization of an as- 
set is a source of funds, it is helpful to 
recall that the dollar amount of the amor- 
tization is equal to the dollar amount of 
the funds withheld from _ increasing 
earned surplus. The asset being amor- 
tized usually was acquired by the expendi- 
ture of funds (a use of funds). The 
amount of the funds invested in the asset 
being amortized must be recovered. Amor- 
tization is the capital recovery process (a 
source of funds). In short, whereas the 
acquisition of the asset being amortized 
converted funds from a liquid to an il- 
liquid form, amortization re-converts the 
funds from the illiquid form back to a 
liquid form. 


FUNDS AND AUTOMATION 

Consider, from a flow of funds point of 
view, the case of acquiring and using an 
automatic computer. In acquiring an auto- 
matic computer, the typical situation is 
that a substantial investment expenditure 
must be made. This investment expendi- 
ture is partly for the purchase of the auto- 
matic computer and its installation, and 
partly for the conversion from the old 
way of doing things to the new way that 
is required by the automatic computer. 
This investment expenditure is a large and 
immediate use of funds. The question 
therefore is, “What is the source of those 
funds?” This is a question of financing 


the acquisition of an automatic computer, 
and will be discussed later. 

In using an automatic computer, the 
typical situation—although the degree 
varies widely—is that expenditures for 
operating items are reduced. Expenditures 
for labor services, for supplies and ma- 
terials, and for equipment rentals are re- 
duced as the automatic computer takes 
over and replaces the business systems 
that were used. (If an automatic computer 
is being leased, not as much reduction is 
realized in operating items, but less invest- 
ment expenditure is required for acquisi- 
tion.) The reduction in expenditure for 
operating items is a source of funds. The 
question therefore is, ‘“What is the use of 
those funds?” This is a question of re- 
covering the investment made at the time 
of acquisition. 

Most automatic computer feasibility 
studies attempt to estimate the amount of 
the “operating savings’ in order to dem- 
onstrate some ‘‘payoff’” by means of some 
“payoff formula.” The apparent “engi- 
neering precision” of such a procedure usu- 
ally is only a thin disguise for some very 
hazy thinking. But hazy thinking is not 
what is needed. From the flow of funds, 
one thing is unequivocally clear about the 
“operating savings’: enough funds must 
be diverted from the operating items to 
provide for the recovery of the funds in- 
vested in the automatic computer. But, 
speaking generally, the amount of the 
capital recovered in any period of time is 
equal to the rate of effective amortization. 

Consider the following “before” acqui- 
sition and “after” acquisition summary 
entries: 





“Too bad we didn’t put something aside during the 


depression to tide us over these inflationary days 


1 
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BEFORE 


Cash Receipts $1000 

Sales $1000 
Operating Items $ 950 
Dividends and Interest 50 

Cash Expenditures $1000 
Hence: Change in W/C is nil. 

AFTER 

Cash Receipts $1000 

Sales $1000 
Operating Items $ 875 
Dividends and Interest 50 

Cash Expenditures $ 925 
Capital Recovery $ 75 

Amortization $ 75 


Hence: Change in W/C is + $75. 


The “after” entries bear close examina- 
tion. They apparently indicate that the fi- 
nancial consequence to a company of us- 
ing an automatic computer is to increase 
the rate of availability of working capital. 
That is, working capital apparently is now 
more abundant; it is apparently not as 
scarce as before the use of an automatic 
computer. Whether or not this appearance 
be true, one thing is clear: the increase in 
the working capital is the recovered cap- 
ital—i.e., part of the recovery of the in- 
vestment made to acquire and put into 
use an automatic computer. The question 
therefore is, “What is done with the re- 
covered capital ?’’ Superficially, it appears 
that management could tap this pool of 
recovered capital whenever a need for 
working capital arose. If true, this would 
be very desirable because it would add to 
the financial strength and flexibility of a 
company. 


FUNDS AND FINANCING 

Whether or not this improved availa- 
bility of working capital is real or only an 
illusion depends upon how the acquisition 
of an automatic computer was financed. If 
the acquisition of an automatic computer 
were financed by the creation of debt, then 
the terms of repayment are controlling. If 
serial repayment is to be made, the in- 
crease in the availability of working cap- 
ital is actually equal only to the excess 
(if any!) of the effective amortization 
over the amount of the serial payments 
during the life of the debt. Only after the 
life of the debt (irrespective of whether or 
not the accounting life has been exceeded) 
is the amount of the increase in the avail- 
ability of working capital actually equal 
to the amount of the effective amortiza- 
tion. 

If the acquisition of an automatic com- 
puter were financed by the creation of 
debt requiring periodic interest payments 
and one terminal payment, then the 
amount of the increase in the availability 
of working capital is actually equal to the 
amount of the effective amortization dut- 
ing the life of the debt after deducting 
the amount of the periodic interest pay- 
ments. However, at the time of the tet 
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minal payment, either the debt must be 
refunded, or idle working capital must be 
equal to the face of the debt to provide 
for terminal payment. After the terminal 
payment, the increased availability of 
working capital continues as before, but 
without the interest deduction. 

If the acquisition of an automatic com- 
puter were financed by an expansion of 
outstanding equity, or from retained earn- 
ings (this latter can have been possible 
only when idle working capital was avail- 
able in the amount needed for automatic 
computer acquisition), the increase in the 
availability of working capital is actually 
equal to the amount of the effective amor- 
tization. If the acquisition were financed 
by the expansion of equity, then the ad- 
ditional dividends are a small additional 
drain on working capital. If the acquisi- 
tion were financed from retained earnings, 
no additional dividend drain is necessarily 
experienced. 

In each of these two equity-related al- 
ternative modes of financing no exter- 
nally enforced need is felt to amass an 
amount of idle working capital equal to 
the amount of the original financing of 
the automatic computer. If eventual re- 
placement of the automatic computer is to 
be made from recovered capital only 
(without recourse to any form of debt, 
equity, or retained earnings financing), 
then idle working capital will have to be 
amassed. However, as long as an auto- 
matic computer is a small proportion of 
the total assets subject to amortization, 
amassing enough idle working capital to 
finance a replacement is normally not dif- 
ficult. (This is also true when financing 
from retained earnings is contemplated, 
whether original acquisition or replace- 
ment. ) 


TIME VALUE OF MONEY 

The preceding discussion has made no 
direct mention of the time value of money. 
But the time value of money is important 
because money can earn money. Any funds 
invested in an automatic computer must at 
least earn their keep in terms of a rate of 
return on the amount of the investment. 
Speaking properly, in any period of time, 
capital recovery plus the return on the in- 
vestment is equal to the rate of effective 
amortization.’ In the case of financing by 
the creation of debt, the rate of return 
must be at least large enough to cover the 
cost of the debt. In the case of equity-re- 


“Some accountants may object that this ig- 
nores that depreciation may not be charged after 
the book value of an asset has reached zero. 
This is an irrelevance, because the accounting 
life that was assumed in determining the amount 
of depreciation to be charged was an estimate. 
If the life was overestimated, the result for the 
tealized life period is a decreased or even nega- 
tive rate of return. If the life was underesti- 
mated, the accountant after the end of the ac- 
counting life, by his having (in effect) to credit 
earned surplus, is only correcting for his prior 
short-crediting of earned surplus—that is, for 
the realized life period, the rate of return is 
enhanced, 


GROWTH IN PRODUCTION 

The increasing productivity of the nation’s industrial 
plants in relation to the manpower used is almost as striking 
as the growth of the total production. In 1946, with the in- 
dex of industrial production at 80, about 14.4 million 
people were employed in manufacturing. In 1955, with the 
index at 137, some 16.2 million people are employed in 
manufacturing. This means that production has climbed 
71% while the number of employes has increased 12%. 


lated financing, the rate of return must be 
at least equal to the average rate realized 
on capital invested in the company, or 
over-all performance will be impaired. 
For these reasons, it is important to in- 
clude the time value of money among the 
factors considered in an automatic com- 
puter feasibility study. 

This suggests that the task of making a 
feasibility study has two parts: 


1. The selection of an analysis frame- 
work that is consistent with the flow of 
funds and the time value of money, and 

2. The organizing of the available data 
to fit the analysis framework selected. 
(This second point is not discussed in this 


paper. ) 


FRAMEWORKS 


Fortunately, the selection of an analysis 
framework is not difficult because two 
sound analysis frameworks are readily 
available. 

One of these financially sound analysis 
frameworks is the Uniform Annual Cost 
formula.2 In use, the Uniform Annual 
Cost formula makes a comparison between 
the “before” and “after” acquisition fi- 
nancial situations, and supplies an indica- 
tion of which one of the two situations is 
the financially more desirable alternative. 
The time value of money is taken into 
account, and to the extent that the cost 
definitions are carefully observed, the flow 
of funds is also taken into account. Modi- 
fications of the Uniform Annual Cost 
formula exist which eliminate the necessity 
of making any “uniformity” assumptions.* 

The second of these two financially 
sound analysis frameworks is the MAPI 
formula.* In use, the MAPI formula is 
similar to the Uniform Annual Cost for- 
mula. But the MAPI formula is com- 
putationally easier, and it includes an 


*A standard reference is Eugene L. Grant, 
Principles of Engineering Economy, New York: 
Ronald Press Co., 1950, 623 pp. 

* See Chapter 15, sbid. 

“Machinery and Allied Products Institute, 
MAPI Replacement Manual, Chicago: Machin- 
ery and Allied Products Institute, 1950, 78 pp. 


automatic allowance for increasing operat- 
ing costs over the life of the equipment. 
However, the MAPI formula does not 
have as much flexibility as the Uniform 
Annual Cost formula can be made to have. 
The MAPI formula takes into account 
the time value of money, and to the extent 
that the cost definitions are carefully ob- 
served, it takes into account the flow of 
funds. 

In using either the Uniform Annual 
Cost formula or the MAPI formula, care 
must be taken to make the rates of return 
and the lengths of time consistent with 
the contemplated mode of financing the 
acquisition of an automatic computer. 
When the contemplated mode of financ- 
ing is by the creation of debt, the length 
of time should be the life of the debt, and 
the rate of return must at least equal the 
cost of the debt. If some impairment of 
working capital is to be permitted, these 
conditions can be partially relaxed. When 
the contemplated mode of financing is by 
an expansion of equity or from retained 
earnings, the length of time should nor- 
mally not be less than seven years, and the 
rate of return must be at least equal the 
average rate of return on invested capital. 


“PAYOFF” FORMULA 

If the flow of funds and the time value 
of money are to be taken into account in 
an automatic computer feasibility study, 
no use should be made of the common 
“payoff” formula. The common payoff 
formula, as it is normally used, is finan- 
cially unsound because it sometimes fails 
to properly identify the superior alterna- 
tive, because it ignores the time value of 
money, and because it is inconsistent with 
the flow of funds. The use of the common 
payoff formula in the report of an auto- 
matic computer feasibility study is, in it- 
self, ample grounds for an executive to 
question the report’s suggested conclusions. 
As has been pointed out, financially sound 
analysis techniques exist; there is no ex- 
cuse for not using them when the financial 
aspects of a proposal are important, as is 
the case when the proposal is for the 
acquisition of an automatic computer. 
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Operating Statements: 
Get Them While They're Hot 





Munro Corbin 


SEVEN STEPS TO FASTER FINANCIAL REPORTS 


1. Use schedule cut-off dates for all principal data and stick 

to them. 

Follow a plan of daily balancing throughout the month. 

Set up a uniform chart of accounts and standard forms 

for reporting. 

4. Organize standard cost system to permit immediate cost- 
ing and daily recording. 


ANAGEMENT frequently bemoans the 
M inadequacies of financial reporting 
systems as a guide to its day-to-day opera- 
tion. Despite a whole host of electronic 
devices to speed the accounting function, 2. 
few monthly operating statements are in 3 
management’s hands in time for most ef- eit 
fective utilization. 

From management's standpoint, the 
value of financial information is in direct 


proportion to the speed with which it is 5. Eliminate secondary distributions from the books to the 
made available. Between month-end and extent possible. 
the time the operating report is available, 6. Systematize advance statement preparation and consol- 


there is a blind spot—a period in which 
the significance of events in the immediate 
past which can guide present action is not 
known. 


idation. 
7. Avoid procrastination—don’t “play house” with figures. 


The problem is further complicated 
where a consolidated operating statement 
is required because of multiplant manu- 
facturing and diversity of products. Here, 
the pressure for faster reports is corre- 
spondingly greater—to furnish manage- 
ment the over-all perspective it must have 
to realize maximum operating profit. 

Recognizing this need, Rockwell Manu- 
facturing Company, a broadly diversified 
and decentralized manufacturer serving 


program to get financial reports faster. Its 
success, proved by several years’ operation, 
is apparent in the results: 

Five days after the month’s end, Rock- 
well management is furnished a consoli- 
dated operating statement covering the 
company’s 22 operating units. It can be 

ut to use immediately, while problems are 
still fresh, while opportunity for action is 
greatest. The blind spot between opera- 
tion and audit is shaved as much as sev- 





25 distinct markets, set up a seven-point 








eral weeks under normal practices. 


MUNRO CORBIN has been controller of Rockwell Manu- 
facturing Company, Pittsburgh, Pa., since 1951. He joined 
the company in 1940 and held various accounting positions 
before being named assistant controller in 1947. Before he 
joined Rockwell, he was an accountant for O. Hommel Com- 
pany of Philadelphia, Ernst & Ernst, and Columbia Gas and 
Electric Company of Pittsburgh, Pa. He is a member of the 
Financial Advisory Council of the Council for Technologi- 
cal Advancement, of Controllers Institute of America, as 
well as of the National Association of Cost Accountants. 
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A MINIMUM OF EQUIPMENT NEEDED 

The system is basically made feasible 
by the application of a relatively few 
principles or procedures rather than a high 
degree of mechanization in the accounting 
department. Smaller plants have no trou- 
ble meeting the me er with an absolute 
minimum of equipment—generally lim- 
ited to adding, calculating or bookkeeping 
machines. 

Heart of the system lies in dealing with 
representative values all the way through 
the statement. Schedule cut-off dates are 
used for all principal data. Recording 
starts before the end of the month on cer- 
tain factors. A “‘fiscal month” is set up 
for shipments, in which the calendar 
month is set back no more than four days, 
depending on shipping location. Theory is 
that though the figures are not actually 
those for the subject calendar month, a full 
month’s shipments and expenses provide 
an accurate representative picture for in- 
ternal use. This factor is not overdone, 
and does not involve unrealistic advance 
dates simply for the purpose of making a 
good showing. It is based rather on record- 
ing a typical month’s business each month. 

I would defend our figures as being as 
accurate from the standpoint of reporting 
and measuring results as those used by 














YUM 


New ‘ndustriay 
“quipment Chosen to 
Your spe 


Cificar, 
i Provide — 


4 00 lease terms 
based on your 
aN "equirements 





United States Leasing — 
tion is a national leasing ye 6: 
whereby you can cane xB 
equipment or machinery © = 
choice — from any manufac 


un America. 


Qnited States Lew ng Coporation 


“AMERICA’S, PIONEER IN NAR er 
HOME OFFICE: 


130 Montgomery Street, San Francisco 4, Calif. « YUkon 2-6550 





527 








companies with a much slower statement 
schedule. The only accruals are for those 
items for which accruals are generally pro- 
vided, plus entries to cover major regular 
monthly recurring charges, bills for which 
may not have been received on time—such 
as utilities. Excessive rounding is not em- 
ployed. Figures are used as received from 
the divisions with only cursory audit for 
reasonableness. No consolidated trial bal- 
ance is ever prepared, the statements being 
put together and added as soon as the 
quick audit is completed. 

The time-gain results from not holding 
books open for vendors’ invoices (which 
straggle in throughout the month) or for 
billing every possible shipment from all 
plants and warehouses. Firm schedules are 
set and adhered to. 

To assist operating units in completing 
bookwork on time, Rockwell accountants 
follow a plan of daily balancing through- 
out the month. They close out each day 
such items as shop payroll, customer bill- 
ings, etc. Totals are accumulated so that 
no bottleneck forms at the end of the 
month in summarizing the month’s trans- 
actions. 

The fiscal shipping-billing month is 
compiled on a working-day basis, being 
designed only to accommodate the mailing 
time required for shipments from those 
plants for which billing is accomplished in 
Pittsburgh. All billings covering ship- 
ments to be recorded in a particular month 
are issued on the last working day of that 
month. Setting back of the calendar is not 
generally employed for other items, with 
the exception of interplant transactions for 
which a couple of days are required to 
make certain that both sides of every entry 
get reported by the plants affected. 
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Income is recorded at the time the cus- 
tomer is billed which may be anywhere 
from one to four working days after ship- 
ment. The billing date determines the 
month in which the income is included. 


UNIFORM CHART OF ACCOUNTS 

Each month some 20 statements are sub- 
mitted to the controller's office from each 
operating unit. A uniform chart of ac- 
counts, with each account identified by 
code number, is used by all plants. Fol- 
lowing this classification of all ledger ac- 
counts used in the accounting operation 
also simplifies interplant transactions 
throughout the month. By devising stand- 
ard forms for reporting from all operat- 
ing divisions, consolidation of the approxi- 
mately 440 reports in the headquarters of- 
fice is facilitated. 

A standard cost system is another re- 
quirement. Rockwell's standard cost sys- 
tem converts all inventory charges to pre- 
determined standard values at the point 
of origination. This eliminates. the ne- 
cessity of carrying so-called “‘actual’”’ costs 
all through the accounting records. It is 
particularly advantageous in that it per- 
mits costing shipments on a daily basis. 

All inventory transactions are recorded 
at standard cost, any variances being 
charged or credited to income at the time 
of incurrence. For example, material vari- 
ance is separated from standard at the 
time the vendor’s invoice is recorded, 
standard cost being charged to inventory. 
Variances are coded so that they may be 
subsequently identified for analysis of cost 
trends, product costing, etc. 

Secondary distributions are eliminated 
from the books to the extent possible. Pro- 
rated portions of these expenses are 
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charged back on a statement basis rather 
than as book entries. Where actual en- 
tries may be required, as in the case of a 
billing to a subsidiary, the actual billing 
is recorded the following month. 

The method of statement preparation 
and consolidation is important. All pos- 
sible work must be done in advance. Then 
consolidation can proceed rapidly when 
the income and expense statements, bal- 
ance sheets and other schedules become 
available. 


DON’T “PLAY HOUSE” 
WITH FIGURES 

Perhaps the most significant considera- 
tion in making this accounting function 
more valuable to management is “just 
plain doing it.” It is unfortunate but true 
that many accountants like to “‘play house” 
with figures and delay monthly reports to 
management. In reality, they are delayed 
more from habit than actual necessity. 
This fact has been proved by the short 
time—seldom more than one month—in 
which Rockwell has swung newly acquired 
companies into its accounting schedule. 

When a new company is taken over 
(Rockwell acquisitions have been at a rate 
of better than one per year over the past 
decade), the system is sold to the new- 
comers and shown to be a result of years’ 
experience. All to date have been ready 
and willing to accept the change and re- 
gard the system as their new Bible. 

In practice, three sets of forms are 
mailed to the headquarters office by the 
third work day after month-end: Profit- 
and-loss, balance sheet, and _ reconcilia- 
tion of interplant controls. The last-named 
is a statement of accounts within the or- 
ganization for purchase and sale to other 
operating units. General expenses, such 
as management, selling, freight allowed 
and advertising are allocated at headquar- 
ters. 

In the controller’s office, the consoli- 
dated statement is prepared as forms ar- 
rive. The third-day deadline of mailing 
from operating units is sometimes missed, 
but flexibility in mailing or telephoning 
the information exists so the five-day 
deadline can still be met at headquarters. 

Overtime has been a rarity at the 
headquarters office in recent years, al- 
though the plants sometimes find it neces- 
sary to employ overtime to meet the 
statement schedule. Significantly, however, 
the plants doing the most consistently good 
jobs seem to require the least overtime. 
No one person has been set up as coordi- 
nator of the statement closing, although, 
of course, such devices as control sheets 
are used to check off the information as 
received and a quick follow-up is made 
for any data not received by the morning 
of the fifth working day. 

Variations in our usual schedule are 
employed at year-end. It is our practice 
to make a quick closing for the regular 


(Continued on page 530) 
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month of December, followed by what 
could be called a 13th month to record ship- 
ments and vendors’ invoices received after 
usual closing schedule. This, of course, 
leads to some distortion at year-end and 
the month of January, but apparently we 
have grown used to it over the years and 
find very little inconvenience resulting. 
The consolidated statement is distrib- 
uted to top operating officers and direc- 
tors on the fifth working day of each 
month. At that time supplementary in- 
formation on operating factors is mailed 
from each operating unit. This material 
is gathered into an operating report on 
each division or subsidiary. Data are 
edited and analyzed in the controller’s 


office, and a resume of pertinent data 
written. This analysis of each operation, 
with an item-by-item explanation of trends 
and unusual patterns, is ready by the 
tenth working day. It is distributed to all 
in the management group from plant 
manager up. 

At Rockwell, this fast measurement of 
how the company is faring affords man- 
agement greater flexibility and a time ad- 
vantage. With these it can act quickly to 
capitalize upon strengths and counter 
such profit-drainers as creeping expenses, 
inventory imbalances and production or 
sales challenges to keep ahead of com- 
petition. 


FIVE-DAY OPERATING REPORT 


A condensed interpretation of each division’s monthly 
statement covers highlights, as indicated below, and points 
up meaningful statistics. In addition, figures for each month 
and totals for the year to date are indicated by actual amount 
and by per cent of budget. Complete data are presented in 


these categories: 


PROFIT AND LOSS 
(Available on 5th day of month) 


SALES 
Customer 
Interplant 


COST OF SALES 
Standard 
Customers 
% to Customers’ Sales 
Interplant 
% to Interplant Sales 


% to Total Sales 


Variance 
Material 
Labor 
Manufacturing Expense 
Miscellaneous 


TOTAL MANUFACTURING COST 


% to Total Sales 


GROSS PROFIT 
% to Total Sales 


PLANT EXPENSES 
Administrative 
Engineering 
Selling 
Freight Allowed 
Advertising 


% to Total Sales 


PLANT OPERATING PROFIT 
% to Total Sales 


GENERAL EXPENSES 
Management 
Selling 
Freight Allowed 
Advertising 


% to Total Sales 


NET OPERATING PROFIT 
% to Total Sales 





OPERATING FACTORS 
(Available on 10th day of month) 


Purchases (Std. Value) 
Purchased Material Variance 
Direct Labor (Std. Value) 
Direct Labor Variance 
Indirect Labor 

Supplies & Indirect Materials 
Spoiled Work 


Fixed Charges 

Other Manufacturing Expense 
Total Manufacturing Burden 
Cost of Sales (Std. Value) 
Work in Process Inventory 
Warehouse Inventories 

Total Inventories 
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Many happy returns... 


Ozalid can help you have them...by taking 
away the trouble and time spent in retyping, 
transcribing, checking, proofreading tax returns 
...and giving you quickly and cheaply as many 
Ozalid copies as you need of schedules. Ozalid 
copies are accepted by Federal and most State 
Tax Departments. 
You start with tax forms on translucent paper. 
Place the typed or handwritten original over a 
sheet of sensitized paper, feed into any Ozalid 
machine. In less than a minute you have an 
exact, clear, dry copy, ready to use — without 
stencils, negatives, developing tanks and dryers. 
A letter size copy costs less than 1% ¢. 
Your Ozalid machine will bring you many 
happy returns all year long. On cumulative 
records and monthly statements, entries can be 
added to the original and Ozalid copies made 
ee ee ee ee for current reports. It will also copy ledger 
moderately priced, handles materials up to sheets, work sheets, bulletins, graphs, memos, 
16 inches wide, any length, makes up to instruction manuals, budget reports, etc. And 
1000 copies an hour. P “oa Mo 

it soon pays for itself in time and overtime saved, 






in convenience and satisfaction. 

Ask the nearest Ozalid distributor (see phone 
book) for a demonstration. Or write to 216 
Ozaway, Johnson City, N. Y....In Canada, 
Hughes Owens Co., Ltd., Montreal. 

OzaALiD—A Division of General Aniline & 
Film Corporation...From Research to Reality! 
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How the Controller 
Helps the Sales Manager 


William H. Mordy 


ONTRARY TO OPINIONS which prevail 

from time to time in individual busi- 
nesses, the interest and responsibilities of 
sales managers and controllers are not 
diametrically opposed. In actual fact, 
much of the work normally performed by 
the controller can be of great benefit to 
the sales manager. 


HUMANICS 

First, in the field of ‘““Humanics”’ that 
is, human relations between the sales man- 
ager and his men to produce top morale— 
this relationship must be unusually good, 
for, unlike supervising an office or a fac- 
tory department staff—where we can see 
the operators because they are around us 
physically—we cannot see how the sales- 
man behaves nor hear what he is saying 
to the customer. On this occasion, he is 
the sole representative of the company 
and can be an agency for great good or 
great harm. As a sales manager you just 
have to do the best you can before your 
men go out to sell: 


You select 

You train 

You entrust 
You inspire 
You perspire 
You compensate 
You hope 

You pray 


and in the course of human events, de- 
spite all you do, he gets into trouble. 
When this involves financial difficulties 
and he comes to the sales manager as his 
father confessor, I, for one, have found 
it better—better for me, better for him, 
and better for the company—to refer him 
to the comptroller as the man in charge 
of, and experienced in, financial affairs. 
As far as I am concerned, he can decide 
what, if any, advance we should make, 
whether to advise him to see the Credit 
Union or some other agency. I, as sales 
manager, wanted my relationship to be 
concentrated almost entirely on the pro- 
curement of business, True, I want to 
sympathize with him and help him in 
times of sickness or other family prob- 
lems, and to share his successes and joys 
when he has a new son or a grandson, or 
a big new order—but I don’t want to have 
to turn him down on financial help. Ac- 
tually, as a sales manager, chances are I 
wouldn’t—and I would be too generous. 

There are also a number of other things 
in which the comptroller can help the 
sales manager in his job of building mo- 
rale in his sales force: 








1. He can design a series of collection 
letters which are effective in collecting the 
account but will hold the customer. 

2. He can develop efficient order-han- 
dling procedures to expedite orders, re- 
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Waterhouse & Co., San Francisco; office manager in the 
Los Angeles Division of Moore Corporation; comptroller 
of Pacific Manifolding Book Company, a subsidiary of 
Moore Corporation; general sales manager of Pacific Man- 
ifolding Book Company; and vice president and general 
manager of the Pacific Division, Moore Business Forms, Inc. 
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sulting in better service for the salesman 
and his customers. 

3. He can develop a comprehensive 
commission statement with adequate de- 
tail, easy to understand and _ issued 
promptly. 

4. He can provide prompt preparation 
and release of current sales statistics; these 
are most important and form the basis of 
measurement of sales results at all levels 
of sales management and are the deter- 
mining factor on the type of handling nec- 
essary to achieve better results—whether 
to praise or encourage; whether the silent 
treatment or whether the needle—and it 
all must be done while the results are 
fresh in everybody’s mind. Tomorrow is 
another day and another month. 

5. He can train his staff to write busi- 
nesslike but friendly letters to customers 
or salesmen, to answer correspondence 
promptly—letters and methods designed 
to persuade customer and salesmen that 
the house is friendly and easy to do busi- 
ness with. 


So much for Humanics or helping the 
sales manager in building morale. 


MECHANICS 


Now a word or two about “Mechanics” 
and how we can help the sales manager in 
that department. 

We might all agree that a good basic 
selling policy is ‘The effective and eco- 
nomic distribution of goods within an ap- 
proved product policy and within pre- 
scribed areas.” 

The words “‘effective” and “economic” 
are the fundamental words, “‘effective’’ 
signifying satisfactory volume results, and 
the word “‘economic’’ satisfactory costs in- 
volved in getting the satisfactory volume. 
In both phases the comptroller can be 
most helpful. 

As to helping the sales manager do an 
effective volume-getting job, there are 
several areas of importance: 


1. In pricing the product by giving 
proper weight to competitive prices, as 
well as to converted production costs and, 
from a longer-term point of view, to 
spreading overhead on a projected vol- 
ume as against immediate volume. 

2. By analyzing sales results, by dis- 
tribution channel, by types of trading 
areas, by types and sizes of accounts, by 
regions, districts, salesmen and by minor 
and major products. 

3. By comparing sales results against 
sales potentials, by trading areas, regions 
and districts to better assist the sales man- 
ager in applying the necessary quality and 
quantity of sales power in the right place 
at the right time. 

4. Where the vroduct is priced to in- 
clude freight and sold f.o.b. destination, 
the preparation of freight band maps for 
use by sales management to guide the sales 


(Continued on page 542) 








In just 5 Christmases, American Mutual Safety Engineers 
have helped The Lionel Corporation save *165,995.53 
through lower insurance premiums and dividends. 


Any male American who’s ever needled Santa for a model 
train knows the name Lionel. For the last 15 of its 50-plus 
years on the pike, The Lionel Corporation has been insured 
with American Mutual.* Cooperation between manufacturer 


and insurance company has resulted in savings that have 
been anything but miniature—amounting to over 165 thou- 
sand dollars in the last 5 years alone! Such carloads of savings 


AMERICAN MUTUAL atu Ss pM 08 


*Now written by our associate, American Policyholders’ Insurance Company. 











How Lionel got the inside track to Savings 


A HOLIDAY SPECIAL BY Mr, FRIENDLY 


reflect Lionel’s forward-looking management policy. Now 
branching into other fields, including manufacture of photo- 
graphic and fishing equipment and defense items, The Lionel 
Corporation, aided by American Mutual’s special service, has 
developed a safety program which protects its 3,000 em- 
ployees—and lowers operating costs. 


If you’re interested in a similar service—one which can put 
you on the right track to big savings and higher employee 
morale, write: American Mutual Liability Insurance Com- 
pany, Dept. C-131, 142 Berkeley Street, Boston 16, Mass. 
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CURRENT DEVELOPMENTS IN 


Long-Term Export Financing 


Ragner W. Anderson 


“Nothing down and five years to pay.” 


N THE LAST TWO YEARS, American ex- 
port credit managers have been badg- 
ered with rumors that foreign competitors 
were offering similar terms to prospective 
purchasers of productive Sa Even 
though it was difficult to substantiate these 
allegations, their recurrence indicated a 
change in the export market. 


POSTWAR EXPORT 

During the period following World 
War II, American exporters of capital 
goods had very little foreign competition 
because other countries were reconstruct- 
ing war devastation at home. American 
firms did a brisk export business, much of 
it paid for in advance by letters of credit. 
European manufacturers slowly entered 
the field and offered extended credit terms 
with agencies of their governments often 
guaranteeing payment of part of the fi- 
nanced portion. Domestic companies had 
practically no private financing available 
to meet this new competition as export 
finance houses generally limited their com- 
mitments to less than six months and the 
manufacturers were unable to accept long- 
term obligations. The Export-Import Bank 
of Washington (Eximbank) had been 
participating in some long-term export 
financing on a case-by-case basis for about 
20 years, but many companies were not 


aware of these facilities. Then, too, Exim- 
bank procedures were necessarily time 
consuming because the willingness and 
ability of the foreign government to per- 
mit payment in U. S. dollars had to be 
evaluated and the importer’s credit stand- 
ing determined. 


EXPORT TODAY 

Today, an exporter may offer long-term 
financing on a largely non-recourse basis 
utilizing recently announced plans avail- 
able through the Eximbank, an inde- 
pendent United States government agency, 
or the American Overseas Finance Cor- 
poration (AOFC), New York City, which 
is controlled by a group of commercial 
banks. The Eximbank started its broad- 
ened plan in November 1954 by making 
lines of credit available to American ex- 
porters. Individual credits on a case-by- 
case basis are still available where they 
are more applicable, such as when the 
credit is high in relation to past export 
business or if the exporter has had no pre- 
vious export experience. The AOFC be- 
came eligible to do business in June 1955. 
Both institutions apply very similar stand- 
ards to determine eligibility of transac- 
tions, basing their opinions largely on the 
commodity, terms and creditworthiness of 
the importer. 

Eligible commodities are capital goods 
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that improve the economic position of the 
importing country or improve its dollar 
exchange position, such as machinery for 
agriculture, construction, transportation, 
mining and industry. Consumer goods are 
not considered nor are capital goods that 
do not improve the importing country’s 
economic position. 


IMPORTER’S REQUIREMENTS 

It is required that the importer have a 
good credit standing and submit through 
the exporter financial and operating state- 
ments covering several years. If the im- 
porter’s credit reputation is not clear, the 
guarantee of a commercial bank or central 
bank of his country may be required. A 
central bank or foreign government guar- 
antee may be necessary if the dollar ex- 
change position of the foreign country is 
questionable. 

Each plan requires that the importer 
must make a down-payment, usually 
20% of the C. I. F. value, on or before 
shipment, and the balance must be paid 
in equal installments no less frequently 
than every six months with five years be- 
ing the longest usual liquidation period. 
All obligations are payable in U. S. dollars 
at a point in the United States. Eximbank 
or AOFC may indirectly participate in 
retail financing as the foreign distributor 
is not required to pay the balance owing 
when he sells to his customer. 


EXPORTER’S ADVANTAGES 

Both plans are attractive to the exporter 
as up to 75% of the unpaid balance is 
guaranteed without recourse to the ex- 
porter, provided that the merchandise is 
as warranted and that currency regula- 
tions, import restrictions and other legal 
formalities have been satisfied. The AOFC 
advances the portion it guarantees di- 
rectly to the exporter whereas the Exim- 
bank prefers that the exporter get his 
funds from a commercial bank with the 
Eximbank giving its guarantee directly to 
the lending institution. Some banks will 
also lend the non-recourse portion to the 
exporter. 

(Continued on page 554) 
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...on the Calculator that Prints! 


The Remington Rand Printing 
Calculator with its unique “printing 
memory key” really saves me the 
trouble of jotting figures on paper. 

It locks one number in the machine 





to remain constant, for repeated 
use with other figures in 
multiplication, subtraction 

and addition. A touch of the 

key clears the machine and 

I’m ready to work ona 

new problem. 





and thank you 
so much... 


for speeding up my work with 
the modern 10-key 
touch-method keyboard 


for providing me with a printed 
record of figures on exclusive 
two-color Simpla-tape. 


Remington. Frard 


DIVISION OF SPERRY RAND CORPORATION 





535 











Pa ~ 
XN 
reat, 
State and Local Spending 


State and local government spending rose 11% to a rec- 
ord level of $36.6 billion in fiscal 1954, according to the 
Commerce Department. The rate of increase over fiscal 
1953 was slightly higher for the 48 state governments than 
for the 117,000 local governments, although in both cases 
the rise was ‘‘substantial.’’ Increases of $1.2 billion for edu- 
cation, $600 million in state payments for unemployment 
compensation benefits and $500 million for highways were 
the largest elements in the 1953-54 rise. 


FTC Quantity Discount Rule Voided 

A summary judgment granted to the rubber tire manu- 
facturers by a district federal judge bars any attempt by FTC 
to enforce the present rule on quantity discount limits for 
the entire industry. 


Foreign Bids on Government Contracts 

A Commerce Department proposal to “predetermine” 
which government contracts for heavy electrical equipment 
will be open to foreign bidders will call for applying criteria 
of Executive Order 10582 in advance of announcing con- 
tracts. Some government agencies are opposed to the pro- 
posal on the ground that it would be hard to administer and 
would be misunderstood in foreign capitals. 


Pension Regulations 

IRS has issued proposed regulations on pensions, profit- 
sharing and stock-bonus plans. The regulations are proposed 
under Sections 401-404 of the 1954 Code and they com- 
pletely rewrite the old rules in an effort to simplify them 
and make them more easily understandable. 


Tax Tid-bits 

Tax collections for the year ended June 30 totaled $66.3 
billion compared with $69.9 billion for 1953-54. The de- 
cline was attributed to lower individual income tax rates and 
the termination of EPT. Enforcement efforts turned up $1.5 
billion in additional taxes for the year ended June 30, an in- 
crease of $66 million from a year ago. The number of tax 
returns examined went up 23.3% in the same period. IRS 
closed ‘the books on 1,845,000 persons who were overdue 
in payment. Collections amounted to $636 million from the 
tardy taxpayers—up $100 million over the year before. 
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Plans to Eliminate Some Tax Reporting 

The Treasury and Department of Health, Education and 
Welfare have worked out a plan to reduce the amount of 
work required of employers in reporting Social Security 
taxes. The idea is to eliminate the quarterly wage reports re- 
quired with Form 941. The necessary Social Security infor- 
mation would be obtained from the withholding statement 
of the employes. 


Inventor Employes 

An individual who assigns his rights to an invention to 
a company and supervises the exploitation of such invention 
under company control is an employe of the company. 


Social Security Tax 

“Wages” paid to employes by a predecessor corporation 
may be treated as having been paid by a successor corpora- 
tion for purposes of the $4,200 wage limitation even though 
the predecessor does not dissolve, but remains dormant. 


Fiscal Policy 

The Tax Foundation, a private research group, has issued 
a report stating that government corporations, such as CCC 
and FHA, make control of federal fiscal policy more difficult 
and make it harder for Congress to adjust the nation’s econ- 
omy to changing conditions. The report questions whether 
these corporations should be entrusted with the expenditure 
of large sums of nonrepayable federal funds without having 
to justify their operations to Congress on a regular basis. 


FTC Studies Webb-Pomerene 

The FTC says that it is reviewing activities under the 
Webb-Pomerene Export Trade Association Act in order to 
spotlight antitrust violations. The FTC, according to its 
General Counsel, recently reversed a long-standing policy 
permitting some price-fixing by such associations, but there 
is no indication on the thinking of the General Counsel as 
to whether the Webb-Pomerene exception from antitrust 
laws should be continued or terminated. 


Security of Defense Plants 

DOD has made available a regulation outlining how 
plants are chosen for the so-called ‘‘key facilities” list. The 
regulation also outlines how the Government obtains know]- 
edge of such plants, provides for the making of industrial 
surveys, and warns against the disclosure of unclassified in- 
formation which might point up the critical value of the 
plant in question. The rules are applicable to all plants on 
this list, whether privately owned or leased or government- 
owned. 


Price Support Losses 

Agriculture announces that it lost $799 million in carry- 
ing out the price support program for fiscal 1955, a record 
loss. The previous peak loss was in fiscal 1954 when the de- 
partment ran a deficit of $419.4 million. 


} 
Centsless Accounting for Tax Returns 
T. D. 6142 contains the regulations under the 1954 Code 
with respect to the use of whole-dollar amounts on certain 
internal revenue forms. 


—BENJAMIN R. MAKELA 
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' Lewis Orgel, Register, New York City, checks Recordak Microfilm holding 1,400 vital records 





‘ Protecting every property owner 


Ir these vital records were destroyed—and_photo- 
exact duplicates weren’t available—proving ownership 
would be an all but hopeless task. 

Title searchers wouldn’t be able to check back on 
845,000 parcels of real estate valued at $18 billion. 
Claim after claim would be met by counterclaim. 

But New York City has insured against this possi- 
bility at lowest possible cost. It’s getting duplicate film 
records on 35mm Recordak Microfilm. Fourteen hun- 
dred pages (13 x 17 in.) ona roll that’s no larger than 
your palm . . . and just 6 ounces light—imagine that! 

One complete set of these film records will be stored 
for maximum security as a master copy; the other set 


**Recordak” is 
a trade-mark 


Name. 


RECORDAK CORPORATION (Subsidiary of Eastman Kodak Company) 
444 Madison Avenue, New York 22, N. Y. 
Gentlemen: Please send free copy of ‘Short Cuts That Save Millions.” 


in New York City 


32 million pages of deeds, mortgages and other 
real estate records—dating back to 1654—are 
now being put on Recordak Microfilm for safekeeping 


filed for ready reference. Extra protection property hold- 
ers can well be thankful for! 


FREE ... Valuable New Booklet 


**Short Cuts That Save Millions” shows examples of how over 
100 different types of business—thousands of concerns—are 
cutting record-keeping costs with Recordak Microfilming. 
Chances are you'll find some profitable ideas for your busi- 
ness. Write Recordak Corporation (Subsidiary of Eastman 
Kodak Company), 444 Madison Ave., New York 22, N. Y. 


=RECORDPK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming 
—and its application to accounting routines 





Position 





Company 





New Recordak Reliant does job of 3 micro- 
filmers, Saves film... is easier to operate 


Street 


City. State 














Management Development Programs 


ORE AND MORE COMPANIES now have 
organized programs for developing 
their future leaders, according to a new 
survey of management development ac- 
tivity in American industry just published 
by the American Management Association. 
Fifty-four per cent of the companies sur- 
veyed by AMA in 1954-55 have some sys- 
tematic plan, program, or method to facili- 
tate the development of people in or for 
management responsibilities. An addi- 
tional 21 per cent of the responding com- 
panies, though without formal programs, 
have designated members of their organi- 
zations to guide or promote management 
development. In all, 88 per cent of the re- 


sponding firms said they were giving regu- 
lar attention to the problem. 

Evidence that this is a new trend in busi- 
ness is provided by the fact that more than 
80 per cent of the programs reported in the 
survey have been in effect for ten years 
or less; more than 60 per cent of them are 
five years old or less. A 1952-53 survey, 
also made by the AMA, showed that 30 
per cent of 1,954 companies surveyed by 
mail and 48 per cent of 530 firms included 
in a supplementary field survey had man- 
agement development programs. “A sub- 
stantial increase in such activity over a two- 
year period would therefore seem indi- 
cated,” the AMA report says; ‘however, 
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- SURE CURE 
for Overloads... 
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Here is the way to take care of your 
overloads and do it without adding 
a single employee to your staff:— 





1. As the oldest and largest in- 
dependent punched-card tabulating 
service bureau in the country, 
STATISTICAL is manned and equip- 
ped to take over whenever your own 
tabulating department has more 
than it can handle. (If you have not 
yet installed tabulating equipment, 
let us show you how.) 


2. With all the latest electro- 
mechanical tabulating facilities, 
STATISTICAL can take care of your 
regular or emergency requirements 
quickly and more economically by 
automatic methods. 


It will pay you to keep STaTISTICAL in mind for inventories, sales 
analyses, accounting reports, computing or statistics. 


s{c 


Just phone or write our nearest office. 


STATISTICAL TABULATING COMPANY 


Established 1933 * Michael R. Notaro, President 


NEW YORK 
80 Broad Street 
Whitehall 3-8383 


CHICAGO 
53 W. Jackson Bivd. 
HArrison 7-4500 


NEWARK 
National-Newark Bidg. 
MArket 3-7636 


ST. LouIS 
411 North Tenth 
MAin 1-7777 


CLEVELAND 
1367 East 6th St. 
SUperior 1-8101 


TABULATING 
CALCULATING 


TYPING 
TEMPORARY OFFICE PERSONNEL 








in comparing the results of these surveys, 
allowance must of course be made for the 
fact that the samples were not identical.” 

The new survey covered 460 companies 
of all sizes located throughout the United 
States. Forty-five per cent are durable. 
goods manufacturers; 31 per cent, non- 
durable-goods manufacturers ; five per cent 
are in trade or services; seven per cent are 
financial and insurance firms; and five per 
cent are in other types of business. Forty- 
eight per cent of these companies have 
fewer than 1,000 employes; 31 per cent 
employ 1,000 to 4,999 people; and 21 per 
cent have workforces numbering 5,000 or 
more. 

While all the management development 
programs covered in the study involve an 
orderly approach to the supply, mainte- 
nance, and improvement of management 
personnel, they vary a great deal in the 
specific techniques used. Commonest are 
conferences and group discussions, coach- 
ing by the individual’s immediate superior, 
and periodic reviews and audits of per- 
formance. About one third of the com- 
panies use one or more of these three 
methods. 

Nearly one fifth of the companies with 
programs and 16 per cent of those without 
systematic activity make important use of 
psychological testing. Some also use psy- 
chological counseling of supervisory and 
managerial employes. 

Other techniques reported include in- 
company training courses; job experience 
on a planned basis; systematic attendance 
at conferences and technical meetings at 
company expense ; understudy or ‘“‘assist- 
ant to” positions; planned job rotation 
and/or transfers; individual memberships 
in professional or technical societies at 
company expense; management courses in 
colleges or universities ; other outside-com- 
pany courses; special trainee positions; 
showings of films and slides; committee, 
special project, survey, or other assign- 
ments; case-problem studies; assigned or 
optional outside reading and study ; ‘‘jun- 
ior board” or multiple-management plans; 
small-group discussions; training by out- 
side consultants or specialists; planned 
visits to other companies; workshops; 
panels; role-playing sessions; and forums. 

Among the companies that reported 
having definite programs for developing 
management people, more than one half 
expressed satisfaction with the results they 
are getting and only two per cent expressed 
definite dissatisfaction. Generally speak- 
ing, the companies that reported greatest 
success were those in which the manage- 
ment development program has clear-cut 
and specific objectives, covers all levels of 
managerial personnel, employs a variety of 
methods, and has been in effect for ten 
years or more. 
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IBM Announces 
EDP Center 


International Business Machines Cor- 
poration has opened its new electronic 
data-processing center on the main floor 
of the company’s New York headquarters. 
The center contains an integrated team of 
so-called ‘‘giant brains,” a complete lineup 
of high-speed digital computers, and data- 
processing equipment. Included are the 
IBM 702, 701, and 650 electronic data- 
processing machines as well as smaller, 
medium-sized electronic calculators. 

This combination of machines makes 
available, on an hourly charge basis, the 
latest tools for scientific management to 
companies which do not need full time 
data-processing facilities of such capacity 
and speed and to companies whose own 
facilities are overloaded. 

The center can handle all types of 
data-processing work. For major business 
applications, there is the 702, the latest 
heavy-duty machine to be delivered by 
IBM. The basic hourly charge for the 702 
in the center is $445. Associated with the 
702 is IBM’s latest high-speed printer, 
which prints results calculated by the giant 
machine at the rate of 1,000 lines a min- 
ute. 

For large-scale scientific and engineer- 
ing calculations, there is the 701. It has 
been available on an hourly charge basis 
at IBM’s headquarters in New York for 
over two years and, operating around the 
clock, has handled a variety of complex 
assignments for business, industry, and 
government. 

For either business or scientific work 
on a smaller scale, the center has a 650 
Magnetic Drum machine. The 650, a card- 
input, card-output machine, will now also 
be available as a tape-operated machine 
with a printer output. 

Also in the processing center are 
smaller accounting machines, such as the 
604 Electronic Calculator—costing $15 an 
hour—and other punch card equipment. 
One of these machines is the IBM Data 
Transceiver which permits companies to 
make rapid use of the center’s processing 
facilities from remote points. 

The New York installation is the first 
of several to be opened at IBM offices in 
Major cities. The purpose of these centers 
is to make electronic data processing 
available to more companies and institu- 
tions, particularly those which need only 
limited use of the biggest and fastest ma- 
chines. 





APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 


BOSTON 6 CHURCH STREET ATLANTA 


PHILADELPHIA NEW YORK, N. Y. CHICAGO 
PITTSBURGH ST. Louis 
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Keep costs down 
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‘with accurate job time records | 


oe ceed — soccer nt 
“ 


“GALCULAGRAPH 


PRINTS DATE 

STARTING TIME 
“FINISHING TIME 
} TOTAL ELAPSED 
TIME 


\J- FIGURES 
ELAPSED , TIME 
ACCURATELY 





Keep production costs in 
line with automatically 
computed, precision 
Calculagraph job time 
records. Just stamp card 

at beginning and ending 
of the operation. Calcula- 
graph prints date, starting and 
finishing time plus precision calculated elapsed 
time. One Calculagraph can record and compute 
job time data for one entire shop or department by 
handling any number of cards in any. sequence. 
Accurate, printed Calculagraph records can be filed 
for future use in estimating on new orders and 
checking production efficiency. Calculagraphs are 
low in cost, practically maintenance-free and_ built, 
for a lifetime of dependable service. 


Agents in Principal Cities; Ask for a Demonstration— 
Call or Write Dept. 302A 


CALCULAGRAPH COMPANY 


SUSSEX STREET, HARRISON, NEW JERSEY 


Send complete data on Calculagraph to: 


Sa een? 
edna oer TE Ep 


STATE 
——————__. 
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Only with versatile 


XEROGRAPHY 


can you make masters for all these duplicating processes 
OFFSET e SPIRIT’ es DIAZO 


XEROGRAPH Y— 
the one, 
all-purpose, fast, 
economical process 
for copying 
subjects like these 
onto masters for 
duplicating by 
offset, spirit or 


diazo. 


New developments in xerography 
make it the one, all-purpose, fast 
and economical process for copying 
anything written, typed, printed or 
drawn, onto different types of mas- 
ters for duplicating. 

Now you can copy subjects like 
those shown above onto offset paper 
masters, pre-sensitized positive 
working metal masters, spirit* (or 
other fluid-type masters), translu- 
cent masters, by this versatile, photo- 


WRIT 


THE HALOID COMPANY 


55-80X HALOID STREET, ROCHESTER 3, NEW YORK 
BRANCH OFFICES IN PRINCIPAL U.S. CITIES AND TORONTO 


XEROGRAPHY | 


—— 


{ZE-ROG-RA-FEE) 


———— 





The fastest, cheapest, most versatile way to make masters for duplicating 


exact, dry electrostatic process. 

Versatile xerography provides the 
solution to your copying needs. 
Original copy can be enlarged, re- 
duced or made same size. Masters 
can be made from opaque originals 
or from copy on both sides. Only 
with XeroX® copying equipment 
can you prepare masters for many 
types of duplicating with one quick, 
economical process. 


for “proof of performance” folders showing how xerography is saving time 
and thousands of dollars for companies of all kinds, large and small. 











Oppose Competitive Bidding 
for Municipal Audits 

Competitive bidding is not appropriate 
in the selection of an accounting firm for 
a municipal audit, according to a state- 
ment issued by the committee on govern- 
mental accounting of the American Insti- 
tute of Accountants and the general com- 
mittee on accounting of the Municipal 
Finance Officers Association of the United 
States and Canada. 

Public officials arranging audits of gov- 
ernmental agencies are advised in the 
statement to select the most competent 
auditor in the community and reach an un- 
derstanding with him on the scope of the 
audit, which may include “‘a ceiling above 
which his per diem charges will not go 
except for possible unforeseen problems.” 

The statement points out the value of 
competitive bidding in purchasing ma- 
terials and supplies and contracting for 
construction projects, but declares that 
this procedure is not suitable for profes- 
sional services. 

Legislative bodies “would never think 
of advertising for bids in order to hire ap- 
praisers in condemnation actions, or a 
special attorney to represent them in court, 
or an architect to draw plans and super- 
vise construction of a building,’’ the state- 
ment asserts. 

It is impractical, the statement contin- 
ues, for auditing services to be covered by 
rigid specifications. ‘“‘An accounting firm 
performing an audit should have as much 
latitude as it may find necessary to be as- 
sured that the records are in order and 
that the system of accounts is function- 
ing properly.” 

In many cases, legal requirements for 
competitive bids do not apply to profes- 
sional services. “To call for bids, except 
when required by statute, suggests the 
possibility that a governmental organiza- 
tion is trying to meet mandatory require- 
ments for an audit at the lowest possible 
cost and with complete disregard for the 
results or the purposes of such audit.” 

Larger governmental units might well 
make a joint appointment of several out- 
standing auditing firms, with each firm 
handling some particular phase of the 
audit, it is suggested. 


Electronic End-Products 


Annual manufacturers’ sales of elec- 
tronic end-products may double the 1954 
total of $4.5 million within seven or eight 
years, according to “Perspective,”’ issued 
by the firm of Calvin Bullock. Calling the 
industry outstanding among growth in- 
dustries, the study notes that its largest 
customers are the military, the entertain- 
ment field and general industry, with the 
latter field holding the greatest growth 
prospects. Automation, data processing, 
inventory control and process control are 
expected to be achieved on an expanding 
basis by use of electronic devices. 
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ME 


TWO WAYS TO GET FASTER FIGURES 


These work-saving, time-saving office machines 
simplify work and speed results 





COMPTOGRAPH 





The all-new, all-electric Calculating-Adding Machine 


Figures faster than you think. Adds, subtracts, 
multiplies and even divides. Unusually quiet, 
super fast at 202 printings per minute. Visi- 
Balance Window automatically shows debit or 
credit balance. Compact keyboard, scientifically 
grouped, eliminates lost motion. Backspacer 
wipes out improperly indexed figures. 


COMPTOMETER 


The world-famous Adding-Calculating Machine 


Floating touch for faster work. Direct-action 
for instant answers. Three-way control pro- 
tects accuracy—signals the operator by sight, 
sound, touch. Electric and non-electric models. 
Get a demonstration on your work—of either 
the Comptometer® or the Comptograph—look 
up the Comptometer representative in your 
Yellow Pages or mail the coupon. 


1734 N. Paulina St., Chicago 22, III. 


Gentlemen: Without cost or obligation— 
C0 | want more information 

C Please arrange an office demonstration 
(C Please arrange for a free office trial 


(- Comptograph “202” 
(C Comptometer 
Name 


Company 


Address ~ 
t City 7 Zone State 


The COMPTOMETER® DICTATION MACHINE is also a product of Felt & Tarrant Mfg. Co. 
Offices in principal cities and throughout the world. 








How the Controller Helps 
the Sales Manager 
(Continued from page 532) 


manager in expanding distributor or 
dealer appointments. 

5. In industrial selling, assist in studies 
to conserve salesmen’s time spent in the 
field, that is, to increase the time before 
the prospect—and to decrease indirect sell- 
ing time in the office. Often this can be 
accomplished through less office detail, 
better procedures, simplified call reports, 


better routing procedure, etc. What the 
sales manager wants is more and better 
calls. This is the bugaboo of modern sales 
management, who will tell you that not 
more than approximately 20% of the 
salesman’s effective time is spent before 
the customer each day. 

6. Analyze the cost of selling of vari- 
ous size orders and customers by various 
channels of distribution. The sales man- 
ager wants diversification of market in- 
vestment by size of accounts, but the re- 
sult must be both effective volume and 
economic costs—and we all know that sell- 





LEAHY 


and company 





MANAGEMENT 
CONSULTANTS 








The first and foremost name in 
paperwork and records manage- 
ment—serving corporate clients na- 


tionally. 


337 W. 27TH STREET, NEW YORK 1, N. Y. 
LOngacre 4-2070 

58 N. E. SEVENTH ST., MIAMI, FLA. 
9-9018 














CHICAGO 





00 


Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
LOS ANGELES 








ing the small account can be uneconomic 
at times. 

7. Help the sales manager balance the 
“product mix’? with the market, on the 
one hand, and production facilities on the 
other and integrate it into the net profit 
picture. Often this can be done through 
the preparation of major and minor prod- 
ucts statement down to a net profit basis 
and showing up clearly those products 
which require sales concentration and dis- 
tribution cost improvement. 

8. Help gather data on competitive 
practices, competitive prices, competitive 
strength and weaknesses. 

9. Strive to institute in all phases of 
the distribution system a cost system as 
complete and as effective as that devel- 
oped and used in our production lines 
over many years, using the information to 
improve techniques and methods to the 
end that increasing distribution costs may 
be held and ultimately reduced without 
impairing sales effectiveness. 


Looking back in retrospect once more, 
this time as a sales manager I would not 
want to operate that job today without a 
real lift from the comptroller nor without 
a real sense of partnership with him in 
the solution of many sales problems. 


TODAY’S PICTURE 

It is true that business today is generally 
good; it, however, is also highly competi- 
tive—some think as much or more so than 
in the depression years. Profit margins 
before taxes in most businesses are under 
real pressure and “the technique of mix- 
ing an effective recipe for a good ‘profit 
cake’ with thicker icing for the share- 
holders’ is quite a trick. 

Among other things, it will require out- 
standing sales direction for good volume 
results and close controls over distribution 
costs; this would necessitate real team- 
work between all executives, but particu- 
larly between sales, on the one hand, and 
fact-finding on the other. 





MANAGEMENT CONSULTANT 


A long-established firm desires two 
senior men of partnership caliber—one 
for Canadian headquarters. 


Experience in the initiation of cor- 
porate objectives and organization 
planning desirable. We prefer a college- 
trained man, 35-45, with considerable 
experience in one or more phases of 
business administration. We require an 
executive who understands the meaning 
| of professional poise and tact in dealing 
| with officers of large companies. Rea- 
| sonable travel. 


Write us a complete story—it will be 
held in confidence. 


Box D2190 


THE CONTROLLER 
Two Park Ave., New York 16, N.Y. 
— 
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Courts Decide Winners: 
Bosses vs. Fired Workers 


Several recent federal court decisions 
have construed provisions of the Taft- 
Hartley Act, which permits workers to be 
fired for any reason except union activity 
and membership, according to Commerce 
Clearing House. When workers or em- 
ployers engage in controversies outside the 
important exception for union activities, 
they ate on their own, say the courts. At 
times, the courts find themselves in dis- 
agreement with the rulings of the National 
Labor Relations Board. 

As an example, CCH cites the case of a 
woman employe who was fired because she 
called the boss a liar during the heat of a 
union election campaign. The NLRB or- 
dered the employer to reinstate her, but 
the employer appealed his case to the 
court, and won. 

The court said: ‘““An employe, by en- 
gaging in concerted activity, does not ac- 
a a general or unqualified right to use 

isrespectful epithets toward or concern- 
ing his or her employer. 

“Where the employer has proper cause 
for discharging an employe, the NLRB 
may not rely on scant evidence and re- 
peated inferences to make a finding that 
places the Board in the position of sub- 





stituting its own ideas of business man- | 


agement for those of the employer.” 

In another case cited in the CCH re- 
port, the court upheld the NLRB in a de- 
cision to refuse re-employment to 12 em- 
ployes who feigned sickness in an effort to 
gain improved working conditions. This 
court said: “We are aware of no law or 
logic that gives the employe the right to 
work upon terms prescribed solely by him. 


That is plainly what was sought to be | 


done in this instance.” 

The definition of ‘What Is a Dis- 
charge ?”’ was clarified by a decision of the 
United States Court of Appeals at Chi- 
cago. Under the law, an economic striker’s 
job remains protected until he has been 


discharged or replaced. (An economic | 


strike is one in which the employer is in- 
nocent of any unlawful act.) In this case, 
the employer's letter to the strikers invit- 


ing them to return to work or lose their | 


jobs was not clear in its assumption that 
workers who did not return 5 poe up 
their rights to their jobs. The court held 
that they were not discharged, and or- 
dered their reinstatement. 


Change Noted in 
Annual Reports in Government 
Over the years, there has been a marked 
change in the type of annual report put 
out for the U. S. Post Office Department. 
The latest one, for fiscal 1955, consists of 
28 pages of texts, charts and tables. This 
teport would compare favorably as to for- 
mat, content, artwork, and readability, 
vith many of those put out by a corpora- 
tion. 
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How long has it been since you’ve looked over your present forms. 
Or have you just overlooked them, without connecting changing con- 
ditions at your company with the need for changed systems? A thor- 
ough analysis of your operation by a Baltimore Business Forms 
expert can pay unexpected dividends in the form of faster paper work, 
greater internal efficiency and speedier external communications 
and deliveries. The experience gained by Baltimore Business Forms 
in solving countless problems for over 60,000 of the nation’s leading 
business houses can solve yours too. Give us a call or write us— 
today! There’s a handy coupon printed below. 


The Baltimore Business Forms Company 
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Saving time and reducing costs in business and industry 





The Baltimore Salesbook Company, 3140 Frederick Avenue, Baltimore 29, Md. 
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NICB Finds Marketing Costs 
Taking More of Sales Dollar 


Selling and distribution costs appear to 
be taking a bigger slice of the sales dollar 
today than five years ago, according to a 
survey of 125 manufacturing companies 
recently completed by the National Indus- 
trial Conference Board. The Board found 
that over this period marketing costs as a 
per cent of sales increased significantly in 
44 companies, more than three times the 
number reporting a decline. About half 


(61) of the participating firms reported 
no significant change. Furthermore, of 
those companies reporting on the trend of 
their marketing expense ratios in 1954, 35 
disclosed an upward trend while only 
seven indicated a lower ratio, and 64 re- 
ported no change. The Board notes that 
the trend toward higher sales-expense ra- 
tios was accentuated in 1954 by a lower 
volume of sales in relation to the some- 
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Simple to Operate, Type or write on Cards, 
Snap in Grooves. 
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what fixed nature of some selling and dis- 
tribution expenses. 

Queried on the outlook for 1955, coop- 
erators in The Conference Board survey 
anticipate the following: 

38 companies predict an increase in the 
ratio of total selling and distribution ex- 
pense in 1955, 31 expect reductions, and 
48 foresee no change. 

Direct selling expenses as a per cent of 
total sales will be higher than in 1954 for 
24% of all reporting companies, lower for 
20%, and about the same for the remain- 
ing 56%. 

Warehousing and delivery expense 
ratios will be lower for 28% of all report- 
ing companies, and unchanged for 61%. 
Only 11% anticipate a rise. 


Almost twice as many manufacturers 


(29) plan to boost their advertising ex- 
penditures as a per cent of sales as plan 
decreases (15), while 44 producers expect 
to maintain last year’s ratio of expenditures 
to sales. 

Out of 65 firms reporting on their pro- 
posed marketing expenditures other than 
for directing selling, warehousing and de- 
livery, and advertising, 14 expect an in- 
crease in 1955 relative to sales volume, 16 
predict a decline, and 35 expect no change. 

In 1954, the average spent by cooperat- 
ing companies on selling and distribution 
activities was roughly 10% of sales. Of 
this amount, about 40% went for direct 
selling expenses, 24% for warehousing 
and delivery, 13% for advertising, and 
23% for all other selling and distribution 
expenses. 


Tax Plan Proposed 


Removal of tax blocks to release both 
incentives and funds for capital growth, 


| “the key to all economic progress,” was 


urged by the National Association of Man- 
ufacturers in a report on its plan for re- 
ducing, over a five-year period, individual 
and corporate income tax rates to a top rate 


| of 35 per cent. 


The Association’s plan would effect the 
gradual rate reductions while maintaining 
federal revenues and without shifting tax 
burdens, the report said, by making use of 
the additional revenues arising from the 
“growth factor” of our economy—about 
three per cent a year. 

In the five-year period, it is calculated, 
about $9 billion of added revenues, at pres- 
ent tax rates, would result from national 
economic growth. This would more than 
offset the amount the reductions would 
cost, an estimated $8.4 billion. 

The five-year plan would make annual 
reductions of 16 per cent in the surtax part 
of each individual income tax rate bracket, 
computed on the original surtax figure. 
The present top rate of 91 per cent—20 
per cent base rate and 71 per cent surtax— 
would be brought down to a combined 
base and surtax rate of about 35 per cent. 
Surtax rates on other income brackets 
would be reduced in proportion. 
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A New Calculator... A New Principle 


AUTOMATION 
Is at Work on Desks Today 


It is here. Right now. The first figur- 
ing machine that actually opens the 
door to Automation on the office 
desk. Drastically shortens the span 
between problem and answer. Re- 
duces each day’s computing costs 
by a countable margin. 


The new, totally automatic Monro- 
Matic is the only desk calculator 
with the modern, compact single 
keyboard of tomorrow. It automati- 
cally seeks its own decimal. The 
only one with functional-color con- 


trols. Set the figures, large or small. 
Push a key. Automation takes over. 
This machine controls itself, gives 
the result in a split second. Elimi- 
nates human error. Ask operators 
who know. They prefer Monroe. 


So far ahead today, the Monro-Matic 
is a preferred investment for years 
to come, an assurance against obso- 
lescence. Monroe Calculating Ma- 
chine Company, Inc. Home office: 
Orange, New Jersey. Branches 
across the nation. 


see MACHINES from MONROE 
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CPAs Publish Book 
On New Tax Code 


The American Institute of Accountants 
announced publication of “Working with 
the New Tax Code,” a book containing 
nearly 100 items on problems arising un- 
der the Internal Revenue Code of 1954, 
The items are arranged according to Code 
section number. An aid to all persons con- 
cerned with business tax returns and tax 
planning, the book is based on questions 
discussed in the Tax Clinic of The Journal 
of Accountancy since Congress passed the 
new tax law a year ago. The book covers 
such problems as the treatment of em- 
ploye’s nontaxable sick pay, the possibility 
of ‘bookkeeping entries” creating taxable 
income, tax-free ‘‘spinning-off” of real 
estate and tax advantages available in dis- 
count-bond financing. 

“Working with the New Tax Code” is 
available at $1.50 from the American Insti- 
tute of Accountants, 270 Madison Ave., 
New York 16, N. Y. 


AIA Awards 


The American Institute of Accountants’ 
1955 awards for outstanding service to the 
accounting profession were presented to 
Lloyd Morey, certified public accountant 
and president emeritus of the University 
of Illinois, and Saul Levy, New York CPA. 

President Morey served as professor of 
accounting and comptroller of the Univer- 
sity of Illinois until 1953, when he became 
the first CPA university president. An au- 
thority on accounting for universities and 
federal and municipal government, he has 
served on many national organizations in 
these fields. In 1941 he was president of 
the Illinois Society of Certified Public Ac- 
countants. 

Mr. Levy has served as consultant to the 
comptroller of New York City and as vice 
chairman of the Mayor’s Committee on 
Management Survey and is a trustee of the 
Citizens Budget Commission. He is a past 
member of the executive committee of the 
American Institute of Accountants and 
former president of the New York State 
Society of CPAs. He is author of books on 
accountants’ legal responsibility and is 
chairman of the AIA’s committee on ac- 
countants’ liability and liability insurance. 


Hospital Support a Puzzle 


How much should a company contribute 
toward support of hospitals in the area 
near its operations? A recent report by the 
National Better Business Bureau, based on 
replies by 179 companies, showed that no 
uniform method of setting the amount of 
such gift has been worked out. Ninety-four 
per cent of the respondents to the question- 
naire reported that they have no such for- 
mula at present, but many executives 
expressed the need for some formula in- 
dicating industry’s fair share of hospital 
contributions. 
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U. S. Tax Fraud Suits 
Upped 50% in 1954 


The Department of Justice prosecuted 
1,956 cases of tax fraud during the fiscal 
year 1954, compared with 1,276 in fiscal 
53, according to an analysis by Commerce 
Clearing House. Grand jury indictments 
were secured against 1,561 defendants. On 
trial, 190 were convicted, 1,101 defend- 
ants in 1,061 cases entered pleas of guilty 
and 77 were acquitted. Prison sentences for 
tax fraud totaling 512 years were imposed 
by the courts and another 893 years were 
imposed in suspended sentences and pro- 
bation cases, the CCH report says. Fines of 
$2,856,177 were also levied during the 
year. 

More offers to compromise income, 
profits, estate and gift taxes were rejected 
than were accepted during fiscal 1954. In- 
ternal Revenue Service statistics show that 
of the 4,483 offers in compromise by tax- 
payers, only 1,690 were accepted. The lia- 
bilities involved amounted to $23,990,000 
and were settled for about one-third of this 
amount. Fewer taxpayers were late in filing 
their returns in fiscal ’54 according to the 
CCH report, although there were still 
854,748 returns filed after the due dates. 
This was 20 per cent less than in the pre- 
vious year. 


IAS Appointment 

Professor Frank N. Beard, assistant pro- 
fessor, Department of Political Economy, 
University of Toronto, has been appointed 
a member of the Advisory Board of the 
International Accountants Society, Inc. 
Professor Beard, who is co-author of a 
book published by McGraw-Hill Company 
of Canada, is one of the youngest men ever 
appointed to the IAS Advisory Board. 


Postal Appointments 


Lindsay H. Noble was recently sworn in 
as the first Deputy Controller of the Post 
Office Department by Assistant Postmaster 
General Albert J. Robertson, Bureau of 
Finance. The position is a new one result- 
ing from a reorganization of the Post Of- 
fice Department, whose financial trans- 


actions exceed $21 billion a year. Previ- | 
ously Mr. Noble served as controller of | 


the Panama Canal Company and _ the 
Atomic Energy Commission. 

Another postal appointment was that of 
Maurice H. Stans, immediate past presi- 





dent of the American Institute of Account- | 


ants, as Deputy Postmaster General of the | 


United States. Mr. Stans took office on 
October 1, following his resignation as a 
partner of Alexander Grant & Company, 
Chicago. During 1953 Mr. Stans was en- 
gaged in a special study of postal fiscal 


systems and accounting practices for the | 


Postmaster General, and he had also 
served on a Task Force, assisting the 
House Appropriations Committee in re- 
viewing the 1954 federal budget. 
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Let the MAN from MONROE put 


AUTOMATION 
On Your Desk 


The MAN from MONROE at Jackson, 
Miss., Marion J. Brown, isa born civic 
leader. One instance: he helped 
bring Little League baseball to Jack- 
son. He is a seasoned figuring ana- 
lyst, trained in the creed, ‘‘Men + 
Machines=Monroe,” men, of 
course, the most vital. Executives 
turn to him for figuring counsel in 
terms of their own businesses. 


In your city too, there isa Man from 
Monroe, a postgraduate in simplify- 
ing figuring set-ups, realistically and 
objectively. See your phone book. 





FUNCTIONAL-COLOR CONTROLS are now 
added to the many other vital exclusives in 
the Monro-Matic Calculator—red control 
keys for dividing, and green for multiplying. 


see The MAN from MONROE for 
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Save 
to 80% 


INSERTING & 
MAILING MACHINE 















One company, with a 
17,000-piece monthly mail- 
ing reports it is saving $2,129 
a year and 187 man hours 
every month since installing 
Inserting & Mailing Ma- 
chine. The mailing is com- 
pleted in less than a day; it 
formerly took a week. In- 
serting & Mailing Machine 
gathers up to 8 enclosures, 
inserts in envelopes, seals, 
meters postage, counts and 
stacks. Send for your free 
copy of How Small Can a 
Mailer Be?, a revealing case 
history. 

SEE HOW YOU CAN SAVE 
WHILE MAILING MORE 
Let us prepare a time-cost 
study for you so that you 
can compare your present 
manner of mailing prepara- 
tion with the modern mech- 
anized method. 
INSERTING AND 
MAILING MACHINE CO. 


PHILLIPSBURG, NEW JERSEY 
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INSERTING AND 
MAILING MACHINE CO. 
Phillipsburg, New Jersey 
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(1 Send HOW SMALL CAN A MAILER BE? 


(C0 Arrange to prepare ANALYSIS & PRO- 
POSAL, pertaining to our mailing 
operations. 
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PROFIT MANAGEMENT AND CONTROL* 
By Fred V. Gardner 





Reviewed by H. C. TODT 
Comptroller 

Bristol Laboratories, Inc. 
Syracuse, N. Y. 


To produce more profits and to control 
such profits is the underlying challenge to 
management presented in this, the au- 
thor’s most recent book. To accomplish 
this objective, the author presents a new 
approach to the control of profits by 
means of a profit graph and break-even 
point. 

The use of break-even points is given 
further emphasis in its relationship to 
the forecasting of costs, the determining 
of selling prices, and in the fields of bonus 
plans, labor relations, capital expendi- 
tures and supervisory education. 

The book is divided into two sections— 
section one entitled ‘‘Basis for Profit Con- 
trol,’ and section two—‘Use of Break- 
even Points in Management Decisions.” 

In the first chapter, the author stresses 
the point that contrary to some popular 
belief, volume of business does not always 
assure a fair return. Only when manage- 
ment plans to attain a certain level of vol- 
ume and a related profit and achieves its 
plan can it be said that profit control is 
operative. To appreciate the book’s con- 
tinuous emphasis upon the break-even 
points in the managing of a business, one 
has to become acquainted with the author’s 
philosophy of management. 

This philosophy, embodying as it does 
the appreciation of the influence of time 
as well as the responsibility to the physi- 
cal aims of business, is reflected in ten 


points which can be summed up as fol- 
lows: The ability of management, not 
only to delegate authority but to fix re- 
sponsibility, and having a full knowledge 
of the company’s break-even points. Also, 
a continuous concern with costs even when 
there is no apparent need, and similarly a 
continuous analysis and control of the 
company on the basis of profits realized. 
The proper sharing of the results of plan- 
ning with employes, the maintenance of a 
sound cash position, and the evaluating 
of cases and experience as a basis for fu- 
ture action. The courage to face unpleasant 
facts and to seek a solution. Finally, the 
book admonishes the reader to apply a 
little of the Bible to daily contacts and 
actions. 

The matter of communicating to those 
who are charged with the responsibility 
of obtaining company objectives also is 
stressed by the author. 

In the chapter “Measuring What Man- 
agement Manages,” the author is con- 
structively critical of the accountant’s role 
in enabling management to effectively 
manage the business. Exception is specifi- 
cally taken to inflexible reports which are 
usually issued too late to do much good 
and do not reflect the why of results nor 
adequate trend or comparison. The ac- 
countant is taken to task as being more 
interested in presenting facts to finality 
than in reporting trend and direction. 
Whereas, most of the figure data pre- 
pared by the accountants should guide 
management, they are kept primarily for 
the sake of the accounting records. 

The book further criticizes the disre- 
gard of organizational structures, thus 
making it difficult to evaluate the personal 
efficiency of those who are charged with 
the responsibility of making decisions. 
Specific criticism is also directed toward 
the lag of time thus furnishing manage- 
ment with information after the peak of 
its value has passed. To overcome some 
of these criticisms, the book suggests that 
figures presented must be factual and that 


* Published by McGraw-Hill Book Co., Inty 


330 West 42nd Street, New York 36, N. Y. 
$6.00. 


THE CONTROLLER * NOVEMBER, 1955 





segre; 
organ 
count 
tion, 
be esi 
ganiz 
woulk 
WI 
all hi 
haps 
autho 
count: 
cedur 
infort 
such 1 
mana} 
In « 
is the 
comp: 
“i 
est in 
large | 
tive pi 
Furthe 
that tl 
in the 
Wh 
work 
the co: 
breake 
and ar 
ness. — 
the sta 
by con 
that it 
change 
income 
or los 
costs - 
nitions 
and su 
determ 
costs. ] 
costs d 
self ch 
costs. 
Alth 
much 
import: 
order t 
tion to 
profit | 
the aut 
uct chi 
volume 
that in 
not kn 
the bes 
operatic 
He elal 
pointin 
the stai 
mately | 
In d 
change, 
point: | 
anticipa 
ing ac 
planned 
break-e1 
furnishe 


THE COP 


ge 


unt 


ity 


1S 


yn- 
ole 
ely 
ifi- 
are 
od 
or 
ac- 


ity 
yn. 
re- 
ide 
for 


re- 
1US 
nal 
ith 
ns 


td 





segregation of costs based upon the proper 
organizational structure rather than ac- 
counting records be established. In addi- 
tion, it is suggested that elements of cost 
be established in such a manner that or- 
ganized reports and control forecasts 
would specifically tie in with accounting. 

Whether one agrees with the author in 
all his criticisms of the accountant is per- 
haps not too important. However, the 
author does present a challenge to ac- 
countants to re-examine their present pro- 
cedures in an effort to determine if the 
information furnished management is of 
such nature that it is a real tool in helping 
management achieve its goals. 

In discussing the break-even concept, it 
is the author's opinion that there are many 
companies who are not familiar with 
break-even points and whose lack of inter- 
est in such break-even points is due, to a 
large extent, to the ease with which lucra- 
tive profits have been made in recent years. 
Further, some managements will complain 
that the break-even concept will not work 
in their company. 

While it is difficult and requires hard 
work to establish breakevens throughout 
the company, the companies who are using 
breakevens invariably elaborate on them 
and are thus impressed with their useful- 
ness. These companies understand how 
the standby and variable costs are affected 
by company decisions. The author believes 
that it would be helpful to management to 
change the accounting formula of: sales 
income — cost = profit and loss, to profit 
or losses — sales income — (standby 
costs + variable costs). He discusses defi- 
nitions of variable costs and fixed costs 
and suggests the use of a scatter chart to 
determine the difference between these 
costs. It is his opinion that in some cases, 
costs do not vary because management it- 
self chooses not to make them variable 
costs. 

Although it is important to know how 
much profit has been made, it is more 
important to know the why of profits in 
order that management can be in a posi- 
tion to control the factors which distort 
profit performance. Three factors which 
the author dwells upon are, mix-of-prod- 
uct changes, performance changes, and 
volume fluctuations. The author points out 
that in some instances management does 
not know whether the present profits are 
the best obtainable and thus, whether the 
operations are conducted with efficiency. 
He elaborates upon the laws of profit by 
pointing out the effect that changes and 
the standby and variable costs will ulti- 
mately have upon the profit of business. 

In discussing reasons why breakevens 
change, the author stresses an important 
point: namely, that whereas lag may be 
anticipated, it is not necessary, but measur- 
ing accounting information against a 
planned cost pattern which supports 
break-even point goals, such comparison 
furnishes management with adequate no- 
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Cuts Paper Handling Time by 95% 
PAID FOR ITSELF WITHIN 1 YEAR! 


Swank, Inc., Attleboro, Mass., manufacturers of men’s jewelry, 
leather and other accessories, have cut credit checking time 
of orders from 2 or 3 hours to 3 to 5 minutes. The credit 
supervisor reduced her daily trips to custorner service and 
billing departments by over 80%. One full-time and one part- 
time messenger have been freed for more productive work. 


A 3” Lamson Airtube System accomplished this saving in 
time and manpower. Transparent shell carriers . . . with a 
10” inside length . . . give immediate recognition of contents. 
Engineered with simplicity, system consists of a central desk 
in customer service department with stations at the credit and 
billing departments. 


Paper work is now handled more rapidly, more efficiently and 
at less cost. Discover how a simple Lamson Airtube System 
can save you time, manpower and money. 


MAIL THIS COUPON TODAY: iy 


Lamson Corporation 
3131 Lamson Street, Syracuse 1, N. Y. 
Please send me a free copy of “On Target” which 
= will give me complete information on Lamson 
Plants in Syracuse | feeabe Systems. 
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Roman numerals indicate classification 
under the Basic Long-Range Research 
Program 
| 
Centralization vs. Decentralization in Organ- 
izing the Controller's Department .. $6.00 
($4.50 to CIA members) 

Setting Salaries in the Controller's Depart- 
EE eT eee eee ee $10.00 
($7.50 to CIA members) 
Developing Men for Controllership .. $3.25 
($2.45 to CLA members) 
Controllership in Modern Management $6.65 
($5.00 to CLA members) 
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Management Planning and Control: An An- 
notated Bibliography ............ $6.50 
($5.00 to CIA members) 
Planning, Managing and Measuring the 
ee ere aa $2.00 
($1.50 to CIA members) 
+ Business Forecasting 

($2.00 to CIA members) 

4 *Depreciation Policy When Price Levels 
oN Pree eee eee $2.00 
($1.00 to CIA members) 

*The Impact of Budgets on People . $3.00 
($1.50 to CIA members) 

il 
Electronics in Business: A Descriptive Refer- 
ne So eee ee $2.00 
($1.50 to CIA members) 

Business Applications of Electronic Machines: 
An Annotated Bibliography ....... $2.00 
($1.50 to CIA members) 

+ What People Want To Know About Your 


== 


on LSE OO EE ee $5.00 
($1.00 to CIA members) 
IV 
+ Business Consultants: Their Uses and Limita- 
ER bal Gok aikG ice eae ae $3.00 


($1.50 to CIA members) 
v 
+ Apportionment and Allocation of Corporate 
Net Income for State Taxes ....... $1.50 
($1.00 to CIA members) 
+. Management Planning for Corporate Taxes 
Seabee se Sunes Gwe w sass w woes $4.00 
($3.00 to CIA members) 

+ Defense Mobilization: What Management Is 
LEAs wire Seer $1.00 
($.50 to CIA members) 

Vi 
{- Providing Facts and Figures for Collective 
Bargaining: The Controller’s Role .. $5.00 
($3.50 to CIA members) 

+ Meeting the Challenge of the Buyer’s Mar- 
$5.00 
($2.50 to CIA members) 

*Studies now out of print. Loan copies 

are available from the Foundation Li- 

brary. 
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tice should the actual results fall short of 
the established goal. 

The author emphasizes that basically no 
sound break-even point is possible unless 
the standby and variable costs are segre- 
gated by cost centers. This re-emphasizes 
the fact that good control is impossible of 
attainment unless proper cost centers are 
set up, and further that accounting records 
are tied in to such an organization set-up. 

In the use of break-even points, it is im- 
—. that the selection of proper bases 

e correct. This is true because the sales 
dollar does not always adequately measure 
the operations of a business. In selecting 
bases, the convenience with which they are 
available and the ease with which they can 
be understood and computed are impor- 
tant aspects. In addition to the sales dollar 
base, which is sometimes used, the book 
stresses the usage of so-called general or 
master bases expressed in physical units; 
these bases are further supported by so- 
called manufacturing bases and sales and 
administration bases. The author discusses 
the use of these bases stressing the impor- 
tance of scatter charts and describing the 
usual method of planning costs at three 
diverse levels of output. 

One of the more interesting applications 
of the principle of break-even points is 
contained in the chapters relating to the 
use of capital graph factors. The author 
points out that it is just as important to 
know the return on investment as well as 
the capital requirements as it is to know 
the break-even philosophy applied to the 
profits of the business. 

In preparing the capital graph, the ele- 
ments of the balance sheet are plotted by 
the use of scatter charts based upon past 
performances. Similar to costs, the capi- 
tal requirements include two elements; 
namely, float, which is similar to standby 
or fixed costs, and the variable capital. 
The book illustrates the application of 
the capital graph and its relationship to 
the profit graph. 

The author points out that because of 
lack of knowledge, too many companies 
grow faster than their capital permits 
and further, that they have no specific 
plan to provide for such capital defi- 
ciencies. He enlarges upon the application 
of the capital graph by devoting a chap- 
ter to specific industries. 

In a subsequent chapter, the author 
discusses capital forecasting by applying 
the principle of management by exception. 
As a whole, the chapters on the use of the 
capital graph factors are particularly in- 
teresting in that they tie in the relation- 
ship of the capital forecast to the profit- 
and-loss forecast. 

The second section of the book de- 
scribes the use of break-even points in 
management decisions. One of these uses 
is applied to the forecasting of costs in 
which the author stresses the importance 
of budgeting, forecasting and controlling 
costs. The relationship of these three fac- 
tors is discussed in detail and emphasis is 


given to the care to be exercised in the 
preparation of forecasts and the impor- 
tance of reorganizing short-term and long- 
term trend factors. 

One cannot disagree with the author in 
his statement that, on a relative basis, the 
greatest potential reductions in cost can 
be found in factory overhead, prime ma- 
terials and administrative expense. In ini- 
tiating a cost-reduction program aimed at 
the foregoing items, it is important when 
preparing comparisons to eliminate the 
distortion which can be caused by the vol- 
ume factor. Again, the author reiterates 
his viewpoint that for a forecast to be of 
real value, it must be related to actual re- 
sults in detail. 

The use of break-even points in the con- 
trol of overhead requires that the objec- 
tives must be presented in terms which 
are familiar to the individual making the 
expenditure. It is important that both the 
fixed and variable elements of a segment 
of cost be separated in order that proper 
control can be established and maintained. 
To control costs at the department levels, 
it is necessary that the cost records follow 
the organization structure. Emphasis is 
given to daily or weekly comparison of 
actual expenditures with variable budgets 
in order that remedial action can be in- 
stituted at once, if so required. 

In applying the use of break-even points 
to determine selling prices, the author 
takes exception to the oft-repeated state- 
ment by management that increased vol- 
ume will have a beneficial effect upon the 
company’s profit picture. In addition to 
creating more problems in the form of 
higher fixed costs, more capital require- 
ments and other increased expenditures, 
volume answers very few questions. In any 
event, the proper use of break-even points 
will readily indicate whether another dol- 
lar of sales will cover related expenses 
and add to the over-all profits. 

Another very interesting use of break- 
even points is discussed in relation to 
competitive comparisons. While many 
companies maintain a comparison with 
other companies within their industries, 
other companies have found such compari- 
son to be highly unsatisfactory. It is ob- 
vious that a comparison of static ratios 
would be useless. The author suggests that 
there are sources of information which, if 
properly used, can secure for the company 
competitive figures. From his own expeti- 
ence, break-even charts have been kept for 
almost 15 years on approximately 1,500 
companies. Such comparison reveals that 
most of these companies maintain the 
same relative time-cost relationship. The 
major differences are usually the result of 
changes in corporate structure or increased 
plant size. The author cautions, however, 
that several factors have to be adjusted 
in using a comparative statement and that 
the work required to prepare such com- 
parison is painstaking in detail and nature. 
He suggests the use of a ‘‘look-see” chatt 
for comparing ratios between companies 


THE CONTROLLER * NOVEMBER, 1955 





rege 
tive 
cien 
prin 
farn 
| 
brea 
struc 
orga 
style 
cost 
cont 
ual 
indi 
stan¢ 
objec 
mear 
his « 
the ; 
spon 
costs 
toler: 
In 
tion | 
the 
meth 
is fu 
sounc 
that | 
volun 
profit 
the re 
bonu: 
ficient 
the c. 
or pre 
pletel 
questi 
porate 
perfor 
The ai 
tion W 
losses 
harder 
the re 
tual fz 
for ill 
In | 
Ment « 
cities 
West | 
proble 
busine 
therefc 
ing to 
sales vi 
It is 
ment ¢ 
be res 
future 
cepts ¢ 
profit | 
should 
top ma 
agemer 
pervisic 
emphas 
Variatio 
of out; 
volume 
and c) 
selling 


THE CO} 


the 
or- 


ng- 


rin 
the 
can 
ma- 
ini- 
1 at 
hen 
the 
vol- 
ates 
- of 


‘on- 
jec- 
rich 
the 
the 
1ent 
per 
1ed, 
rels, 
low 
5 
. of 
gets 


ints 
thor 
-ate- 
vol- 

the 
1 to 
. of 
lire- 
Ires, 
any 
ints 
dol- 


nses 


eak- 
1 to 
lany 
with 
ries, 
Dari- 


1tios 
that 
h, if 
pany 
eri- 
fot 
500 
that 
the 
The 
It of 
ased 
ever, 
isted 
that 
com- 
ture. 
chart 
anies 


1955 





regardless of size in order to get a rela- 
tive picture of profit and break-even effi- 
ciency. An application of the “‘look-see”’ 
principle is included as it applies to the 
farm implement industry. 

The author, in discussing the use of 
break-even points in the organization 
structure, points out that a correctly drawn 
organization chart is symptomatic of the 
style of business operation, the standby 
cost of maintaining the organization, the 
control of the break-even point and of the 
quality of management generally. He also 
indicates that control of organization 
standby cost is of necessity the primary 
objective of an organization analysis. By 
means of organization charts he illustrates 
his conception of a chart which reflects 
the standby costs and visual flow of re- 
sponsibility. He also cautions that standby 
costs are the reflection of management 
tolerance. 

In the chapter discussing the applica- 
tion of break-even points in bonus plans, 
the author takes the position that the 
method of paying bonuses based on profits 
is fundamentally and psychologically un- 
sound. His reasons for this statement are 
that high profits most often result from 
volume and not individual efficiency; no 
profits or lack of profits are most usually 
the result of low volume. Therefore, any 
bonus plans should be based upon the ef- 
ficiency profits or losses (breakeven) and 
the capital graph rather than on dollars 
or profit alone. Whether or not one com- 
pletely agrees with the author there is no 
question that bonus plans should incor- 
porate rewards for improved individual 
performance where such can be measured. 
The author propounds an interesting ques- 
tion whether bonuses should be paid when 
losses exist although management worked 
harder in reducing costs or losses and in 
the reduction of working capital. An ac- 
tual factory bonus plan has been included 
for illustrative purposes. 

In the author's opinion, a large seg- 
ment of business located in the industrial 
cities of the South, Southwest and the 
West has not been face to face with critical 
problems of cost reduction as the result of 
business setbacks. Few of these concerns 
therefore, have proper supervisory train- 
ing to trim costs quickly in the event that 
sales volume is drastically reduced. 

It is suggested, therefore, that manage- 
ment educate those individuals who will 
be responsible for the maintenance of 
future profit levels in the various con- 
cepts of the break-even points and the 
profit picture as a whole. The education 
should be beamed not only at the present 
top management, but also future top man- 
agement and especially the technical su- 
pervision and hourly employes. Particular 
emphasis should be given to reasons for 
Variations in profits which are: a) Volume 
of output; b) Performance, or a given 
Volume of output and capacity utilization, 
and c) Effect of the mix-of-product and 
selling prices as the internal composition 
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of sales changes between high and low 
gross margin products. 

The emphasis placed by the author 
upon educating both the supervisors and 
hourly employes in the various phases of 
the break-even principle and the manner 
in which profits are realized is very ap- 
propriate and should serve as a stimulus 
to management to follow a similar pro- 
cedure of indoctrination. This process of 
education should also be carried into the 
field of labor relations in order that man- 
agement can approach such relations with 
a positive rather than a defensive attitude. 
Naturally, no amount of break-even think- 
ing will stop labor difficulties, however, 
a better understanding on the part of the 
hourly employes and the unions of break- 
evens will be a step in the right direction 
in solving such problems. Simplified in- 
terim reports to employes can be con- 
structively used as a means of establishing 
good labor relations. 

In the chapter on direct costing, the 
author points out that direct costing will 
be given more attention in years to come 
and that in effect it is an attempt to re- 
move fixed or standby costs from the vol- 
ume of inventories. In encouraging retail 
Organizations to examine and adopt the 
principle of flexible budgets and break- 
even points control, the author expresses 
the viewpoint that this type of organiza- 
tion has too long been content to employ 
static methods of control. 

The author makes a strong plea for bet- 
ter cost accounting technique. On the basis 
of his experience, many executives have 
indicated that the cost of maintaining rec- 
ords is out of line for the results obtained. 
He places the responsibility for unsatis- 
factory cost records at the door of both 
management and accounting, feeling that 
management does not give cost accounting 
details the time deserved and that man- 
agement is too willing to accept a host of 
subsidiary records which, in many cases, 
have no relation to the total problem. 
Accounting people, he feels, still think 
too much in terms of interim profit-and- 
loss statements and annual audits. 

Further, in his opinion, cost accounting 
has not grown with the changes that have 
taken place in the size of business organ- 
izations. The relationship of standards 
versus actual cost is touched upon and the 
advantages of standards are emphasized. 
As in previous chapters, he again stresses 
the delay which takes place in the issuing 
of cost reports and suggests that the cost 
accountant re-examine his cost statements 
and reports and that such reports be in- 
tegrated with the organizational structure 
of the business. He urges cost accountants 
to establish the principle of flow costing 
and inaugurate daily control of cost re- 
ports so as to simplify the work of bal- 
ancing records now balanced on a monthly 
basis. He acknowledges that all the criti- 
cism should not be directed at the cost 
accountant but at management as well, 
and suggests that a better cost system can 
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use Manpower, Inc., to get work 

done at a saving during peak periods, 
emergencies, and on special projects. 
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@ SYSTEMS INSTALLATION 
AND CHANGEOVER 
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@ STENOGRAPHY 
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Our bonded, insured employees work in your office 
or ours... for as long as you need: four hours, a 
day, week, month or longer. We pay them, keep 
ALL records ... saving you the cost of advertising, 
interviewing, record keeping, payroll, taxes, Unem- 
ployment Comp., Social Security, etc. All you pay 
are low hourly rates. 


PHONE THE MANPOWER, INC., OFFICE IN 
YOUR CITY (We have 65 offices Coast to Coast) 
... AND BE SURE TO DROP IN AT OUR BOOTH 
AT THE NATIONAL CONTROLLER CONFERENCE 
NOV. 6-9. 


If you cannot find us listed in your directory, write 
Mr. Compton, Controller Service Division. 


* R 
manpower, inc. 


330 W. Kilbourn, Milwaukee, Wisconsin “, 
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be established by defining objectives, re- 
viewing the organizational structure and 
enlisting the cooperation of management. 

The final chapter of the book entitled 
“Controllership’”’ suggests ways and means 
of overcoming the shortcomings of ac- 
counting and of providing needed rear- 
rangements and elimination of duplicate 
data to supply the needs of the formal ac- 
counting requirements. He reviews the 
various responsibilities of the controller, 
stressing the functional aspect of the office. 
In his opinion, the controller should be 
broad enough to appreciate the problems 
of accounting and the needs of manage- 
ment. The chapter makes reference to the 
controller's functions as compiled by the 
Controllers Institute of America, point- 
ing out that these functions will not usur 
the powers of accounting but will broaden 
the possibility of capable management. 
The author goes on to stress the need of a 
complete knowledge of the break-even 
point concept on the part of the controller 
in order that he may direct and guide the 
policies for profit-planning of his com- 
pany. 

As already stated, this book presents in 
a forceful manner the challenge to man- 
agement to examine its control of profits 
with the aid of the profit graph and break- 
even point. Naturally, a break-even point 
will never operate a company but it will 
point up variations which should be guide- 
posts to management in taking immediate 
remedial actions. 

This book is a welcome addition to the 
libraries of controllers and accountants 
for it deals with a subject matter which 
will become increasingly important with 
the passing of time. 


OTHER BOOK ENTRIES 


The following three books are dis- 
cussed in Scanning the Scene, on pages 
520-521 of this issue. 


SUCCESSFUL LEADERSHIP IN BUSINESS. 
By Charles Cerami. Prentice-Hall, Inc., 
70 Fifth Avenue, New York, N. Y. 
$4.95, 


WHAT MaKEs AN EXECUTIVE ? Report of 
a Round Table on Executive Potential 
and Performance. Columbia University 
Press, 2960 Broadway, New York, 
N.Y. $3.50. 


THE BiG BusINEss EXECUTIVE, By Mabel 
Newcomer. Columbia University Press, 
2960 Broadway, New York, N. Y: 
$4.00. 
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New York City below 


At a recent meeting of the national 
Board of Directors of Controllers Insti- 
tute of America, Murray Gelber (/eft), a 
national director—Region X, greeted Da- 
vid F. Devine, president of the Long 
Island Control of the Institute. Mr. Gel- 
ber and Mr. Devine share a common dis- 
tinction—each has been elected president 
of two Controls of the Institute. 

Mr. Gelber served as president of the 
Los Angeles Control, 1951-1952, and of 
Phoenix, 1952-1953. He is general chair- 
man of the 1956 Western Conference to 
be sponsored by the Phoenix Control on 
April 26-28 at the Arizona Biltmore Ho- 
tel, Phoenix, Arizona. 

Mr. Devine served as president of the San Francisc>, California 
Buffalo Control, 1949-1950, and was a ABOVE 
charter member and first president of the Officers, directors and former officers of 
Long Island Control. In June 1955 he was the San Francisco Control, with Paul 
elected to a second presidential term. Haase, managing director of Controllers 
Institute, met for luncheon at the Com- 
mercial Club on September 14. 

Standing left to right are: Stanley J. 
Murray, M.J.B. Co., vice president of the 
San Francisco Control; managing director 
Paul Haase and John R. Lavinder, Cali- 
fornia Packing Corporation, president of 
the San Francisco Control. 

Seated around the table Jeft to right are: 
Duncan I. McFadden, Stanford Univer- 
sity; William R. Thomas, Cutter Labora- 
tories; Richard F. Tharp, Fireman’s Fund 
Group; Clifford L. Smith, Pacific Grey- 
hound Lines; William T. McGillivray, 
California Packing Corporation; William 





LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 





T. Werschkull, First Western Bank; Vic- 
tor G. Gendron, Crown Zellerbach Cor- 
poration; Wagner d’Alessio, California 
Casualty Indemnity Exchange; Harry R. 
Lange, Cutter Laboratories; Joseph ‘A. 
Braun, A. Schilling and Company; Paul L. 
Scott, The Borden Company and Victor L. 
Thomas, Moore Business Forms, Inc. 

Paul Haase also addressed the regular 
monthly meeting of the San Francisco 
Control held in the St. Francis Hotel on 
the evening of September 15. 


Lufhein, Tena 
BELOW 
Members of the Houston Control of 
Controllers Institute, together with wives 
and other guests, turned out to enjoy their 
annual picnic held early in the summer of 
E> 
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Long-Term Export Financing (continued from page 534) 


COSTS OF FINANCING 


It is not possible to compare costs of 
financing through these two institutions 
without each one’s evaluation of a specific 
transaction. The following summarizes the 


own financing or who wish a guarantee 
against all risks except creditworthiness, 
AOFC will guarantee availability of fi- 
nancing for specific transactions, such as 
when prospective sales are on a bid basis. 
A monthly charge is made after the first 








DEPUTY COMPTROLLER 


Aggressive, management minded execu- 
tive. To serve as deputy comptroller for 
nationally known organization. Located 
in New York City. Sound basic account- 
ing and control background essential. 
Excellent opportunity for advancement. 
Starting salary in $15,000 range plus 
usual benefits. State age, experience, cur- 
rent earnings and references. 


Box D2189 


THE CONTROLLER 
Two Park Ave., New York 16, N. Y. 





elements of cost: 


Interest on importer’s 
notes 


Receipt of principal 


and interest 


Interest to guarantee- 
ing agency 


Service charge by 
guaranteeing 


30 days. 


EXIMBANK 


Satisfactory to Eximbank, not 
less than 5% 


Holders of recourse and non- 
recourse portions share rat- 
ably 


2% on unpaid balance guaran- 
teed if interest rate is 5% 
or less; 14 of rate in excess 
of 5% 


¥4% of guaranteed portion if 
final maturity is one year or 
less, increasing to 2% for 


AOFC 
Satisfactory to AOFC, not less 
than 6% 


Total receipts of principal ap- 
plied to principal owing to 
AOFC until it has been re- 
paid in full. Interest on face 
amount of dealer's notes 
during this period retained 
by AOFC 


14% on principal and interest 
collected after AOFC has 
been repaid 











American Appraisals 
eliminate ‘‘Ghosts” in 
property accounts 


An American Appraisal original cost 
study and check of physical assets 
often reveal items of property dis- 
posed of, but not eliminated from 
property records — affecting costs, 
profits and taxes. 


The 
AMERICAN 


APPRAISAL 


Company 
leader in property valuation 
HOME OFFICE: MILWAUKEE 1, WIS. 
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agency 


maturities longer than four 
years. If Eximbank’s partici- 
pation is reduced to less 
than 60% of invoice cost, 
charge is waived on 4 of 


reduction 


The Eximbank service charge may be 
invoiced separately to the importer, but 
the AOFC charge is deducted from the 
recourse portion since AOFC acts as agent 
for its collection. 

The Eximbank also offers guarantees to 
those exporters who are able to do their 


Large size is not a requisite to transact 
business with either institution. The 
AOFC will handle transactions as small as 
$10,000 and Eximbank has granted lines 
of credit of less than $100,000 with trans- 
actions under these lines of naturally 
smaller amounts. 








MARK YOUR CALENDAR 








CONTROLLERS 
ANNUAL NATIONAL CONFERENCE 


24th 
NOV. 6-9 


Statler Hotel 


INSTITUTE 


LOS ANGELES 


OTHER ORGANIZATIONS 


NOV. 3-4 


SOCIETY FOR THE ADVANCEMENT OF MANAGEMENT 


NEW YORK 


Annual Fall Conference 


NOV. 14-17 


AMERICAN PETROLEUM INSTITUTE 


SAN FRANCISCO 


35th Annual Meeting 


DEC. 7-8-9 


NATIONAL ASSOCIATION OF MANUFACTURERS 


NEW YORK 
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Trends in Executive 


Compensation 


The men who make the decisions in 
American business are sharing in the gen- 
eral prosperity although their incomes, on 
the whole, have not gone up as much as 
the profits of the corporations they serve, 
results of a survey released by the Amer- 
ican Management Association indicate. 
Over the past five years, the average ag- 
gregate compensation of all officers and 
directors of United States corporations in- 
creased 23.5 per cent. During the same pe- 
riod, company profits after taxes went up 
28 per cent on the average; sales increased 
60 per cent. 

The compensation statistics gathered in- 
clude bonuses and company contributions 
to retirement funds as well as salaries. 

The new report is based on an analysis 
of payments to nearly 20,000 executives in 
some 2,500 companies. These companies 
are classified into 53 major industries and 
10 size groups with annual sales ranging 
from 'ess than $2 million to more than $1 
billion. The period covered by the latest 
study was essentially the year 1953 but ex- 
tended as late as July 1954, for companies 
whose fiscal years ended then. 

Executive salaries were 4.2 per cent 
higher in 1953 than in 1952, while bo- 
nuses were 6.8 per cent higher. However, 
the report cautions, because of differences 
in business conditions for individual firms, 
the reported trend in “‘average” compensa- 


tion is not necessarily indicative of what | 


happened in specific companies or indus- 
tries. 

Over the five-year period, increases in 
executive compensation for specific indus- 
try groups ranged from 8 per cent to 29.4 
per cent. The smallest increase was found 
in wholesale and retail trade and the larg- 
est increase, in the utilities field. 

Although certain years were better than 
others, so far as executive compensation 
was concerned, increases to executives 
averaged out at about 5 per cent per year. 
The average executive increase in the past 
five years, a period that includes the Ko- 
rean war, has been less than the maximum 
that was permitted under salary stabiliza- 
tion regulations when they were in effect. 


Industry Talks to Air Force 


During March and April 1955, seven 
well-known financial executives spoke at 
an Executive Development Program con- 
ducted by the U. S. Air Force to improve 
its financial management. (See THE CON- 
TROLLER, August 1955, pp. 365 and 
387.) The entire executive development 
program was divided into five series, con- 
ducted from March 1954 to April 1955. 
The talks given by the financial executives, 
forming Series V, have been reprinted by 
the Headquarters, U. S. Air Force, Deputy 
Chief of Staff, Comptroller, entitled “Fi- 
nancial Management in Industry.” 
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‘‘we don’t hire dishonest employees.” 


Neither does anybody else. But no one knows when they'll 
change—and insurance companies pay out $20,000,000 
a year in losses caused by “‘trusted” employees. 


‘there are only a few of us here 








who handle money.” 


That’s a good idea, but many losses don’t involve 
cash ... are caused by the juggling of records and 
manipulation of checks and merchandise. 


‘we have a ‘foolproof’ accounting 

















system.” 

Good internal controls are a great help especially 
when backed by an outside audit, but major 

losses are sustained often by organizations who have 
“foolproof” accounting systems! 











‘‘we’ve been in business for 20 years 
—and we’ve never had a bond.” 


You may have a hidden “‘sleeping” loss that started years 
ago—a “discovery” form of bond includes such losses! 


“+what does it cost?”’ 











Suppose you could give each employee a raise 

of 10¢ a day and assure yourself by doing so, of his 
absolute and unswerving honesty. You'd probably think 
it a sound investment toward the safety of your 

firm. Actually you get the same protection at 

a lower cost with an employee bond! 





Right now, while budgets are being prepared, is a good time to provide 
for this important protection for your business. Our agent will be glad 
to help you. If you’re not sure of his name, contact our Agency & 
Production Department and we’ll supply it promptly. 


AMERICAN SURETY 


COMPANY FIDELITY * SURETY * CASUALTY © INLAND MARINE 


HOMEOWNERS * ACCOUNTANTS LIABILITY * AVIATION 


100 Broadway * New York 5, N. Y. 
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City Taxes 

The tax-take of cities in the US. 
reached $64 per capita in 1954, compared 
with $61 in 1953 and $56 in 1952. A 
study by the Bureau of the Census, cover- 
ing 481 cities in the country with popula- 
tions of 25,000 and more, shows that 
local taxes accounted for about one half 
of total municipal revenues from all 
sources. City taxes increased 7% from 
the end of 1953 to the end of 1954 toa 
record level of $12.2 billion for cities over 
25,000, an average of $196 per capita. In 
addition to the tax receipts, the cities re- 
ceived about 18% of their revenue from 
utility sales, 15% from state and federal 
aid and another 15% from charges for 
services, miscellaneous and employe re- 
tirement fund revenue. 
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This Electronic World 


National Cash Register Company an- 
nounces the development of an electronic 
bookkeeping machine, called National 
Postronic, which will pick up electron- 
ically data previously recorded to enable 
banks to establish a degree of accuracy in 
checking-account ips which here- 
tofore could be realized only through 
time-consuming costly duplication of ef- 
fort. 

The Postronic electronically verifies the 
proper depositor account selection, picks 
up and verifies the depositor’s old account 
balance, decides if the account balance is 
a positive balance or an overdraft and 
handles it accordingly. It also picks up 
and verifies the check count and aligns 
the accounting form to the next proper 
posting line. 


A digest of information developed by 
CONTROLLERSHIP FOUNDATION 
in answer to a reader's inquiry 


DEPRECIATION RATES 
A survey of four large companies in the chemical field con- 
cerning average rates of depreciation of fixed assets reveals 


the following: 


Company A: 
Property in U.S. 


3-33 1/3% 


Emergency facilities covered by certificates 


of necessity 


Company B: 


Direct manufacturing facilities 


20% 


4-15% 


Research, power, general and service facilities 22-10% 


Company C: 
Building and equipment 
Machinery and equipment 


Company D: 
Building 
Machinery and equipment 
Furniture and fixtures 
Automobiles and trucks 


2-8% 
5-33 1/3% 


2-10% 

3-20% 

5-25% 
22-33 1/3% 


Of the four, Company B had the largest net sales in 1954. 
Sales and operating revenue of Company A were 31% of 
Company B; net sales of Companies C and D were 28% 
and 4%, respectively, of Company B. 
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Postronic utilizes wedge-shaped “‘read- 
ing heads’ which have the ability to de- 
cipher invisible magnetic symbols stored 
on special metallic coatings on the back of 
forms used with the machine. Records 
maintained by the Postronic are instantly 
accessible and conventional; there is no 
need to translate electronic “language” or 


symbols. 


The Bank of America and Stanford Re- 
search Institute have announced the com- 
pletion of a pilot model called “electric 
recording machine, accounting’ (ERMA). 
Claimed to be the “‘biggest single advance 
in bookkeeping in the history of banking,” 
ERMA is expected to cut by about 80% 
the time required to take care of checking 
accounts. The model is capable of doing 
the bookkeeping work for 50,000 com- 
mercial accounts and is able to handle the 
books for a dozen branch banks of average 
size. 

ERMA does the following: sorts checks 
by reading magnetized numbers, credits 
individual accounts with deposits and sub- 
tracts withdrawals, accepts “stop payment” 
and “hold” orders, catches impending 
overdrawing of accounts and keeps cus- 
tomers’ balances always available, figures 
the service charge, and turns out a com- 
plete record of deposits, withdrawals and 
balances for the month at the rate of 600 
lines a minute. 

Magnetic ink numbers on checks are 
used to identify the branch and customer. 
Information is stored on a magnetic drum 
while a magnetic tape is used for master 
storage purposes. At the end of the month 
the magnetic tape is connected with high- 
speed printers to convert the coded infor- 
mation into the usual monthly statement. 


All toll booths on the Ohio Turnpike 
have new electronic equipment, developed 
by IBM, to weigh and classify cars and 
trucks while in motion. As each vehicle 
approaches the toll booth, a treadle built 
into the pavement weighs each pair of 
wheels and the photo-electric ‘eye’ counts 
the axles. An IBM recorder automatically 
totals the individual axle weights and reg- 
isters classification on the fare card. When 
the vehicle reaches an exit, IBM equip- 
ment “‘senses” the number of axles and the 
time punched on the rate card by the en- 
trance recorder, compares them with the 
data of the exit recorder so that the toll 
collector can verify the information on the 
fare cards. 


Consumer Buying 

A report in the August 1955 issue of 
Dun’s Review on a detailed study of con- 
sumer buying decisions, shows that many 
purchases are made in a state of ignorance 
or indifference. Among the interesting 
conclusions of the report are that nearly 
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70% of the buyers surveyed said they 
made the decision to buy durable goods 
without hesitating and that only 20% of 
the durable goods buyers remembered 
reading advertisements about the product 
they bought. 


Business Failures 

Out of every 10,000 concerns in business 
in 1954 in the U.S., 9,958 did not fail 
with loss to creditors, according to Dun & 
Bradstreet. D&B has published a com- 
prehensive accounting of failures and lia- 
bilities among business concerns for the 
past ten years and through the first six 
months of 1955. The study shows number 
of failures and liabilities by state, by re- 
gion, and by lines of business. 

Failures compiled by D&B do not in- 
clude all discontinuances of business. Re- 
ported figures include only those concerns 
which go out of business with a loss to 
creditors. These include concerns filing 
petitions in bankruptcy, those who assign 
for the benefit of creditors, and those who 
do not resort to any recorded form of set- 
tlement. 

Among retailers, the highest 1954 fail- 
ure rate was 106 per 10,000 for infants’ 
and children’s wear stores. The next high- 
est rate, of 105, was for appliance, radio 
and TV dealers. The low rate was 8 per 
10,000 for package liquor stores. The 
failure rates for certain manufacturing 
lines show that in 1954 the highest per 
10,000 operating concerns was 184 for 
furniture manufacturers. Electrical ma- 
chinery manufacturers and leather and 
shoe manufacturers were next with failure 
rates of 164 and 161 consecutively. Lum- 
ber manufacturers showed the lowest rate 
with 19 per 10,000 firms. 

For purposes of comparing years, D&B 
takes the total failures for the year, divides 
them by the total number of business list- 
ings in their Reference Book. On this 
basis, since the year 1900 an average of 74 
out of every 10,000 concerns listed failed 
with loss of creditors to each year. The 
current failure rate of 42 is well below 
this 50-year average, although it is up 
from the 1945 all-time low of 4, it is well 
under the 1940 rate of 63 and the all- 
time high of 154 in 1932. 

Other figures brought out by D&B indi- 
cate that the first five years in business are 
the hardest. Of the 11,086 concerns which 
failed in 1954, 57.2% had been in busi- 
ness five years or less, and 21.5% of those 
that failed had been in business less than 
two years. Another 27.3% had been in 
business from five to ten years. 





A NEW APPROACH TO 


BUDGETING 
Write for Information 
McCORMICK & COMPANY 


Consulting Manag t Engineers 
Park Building Yonkers, N. Y. 











Salary Survey 

Engineers and other professional em- 
ployes in American industry are now earn- 
ing about 4.5% more than last year, 
according to a survey by the American 
Management Association. The study, cov- 
ering 20 engineering and professional job 
categories in 19 industries, indicates that 
the range of salaries is surprisingly nar- 
row. The average beginning engineer re- 
ceives about $4,500 a year, while median 
pay for industrial engineering positions is 
approximately $6,000 and for chemical 
positions $6,500, and for electrical and 
mechanical engineering $7,000. The pay 
level for these 20 administrative and tech- 
nical positions is about the same as that 
of production foremen. In contrast to 
Management compensation, salaries of 
these men do not vary significantly among 
industries or with company size. Technical 
and professional employes are less likely 
to receive bonuses than are foremen and 
middle management personnel. One fifth 
of the individuals included in the new 
AMA survey received bonuses this year, 
as compared to one quarter of the foremen 
and two fifths of the middle management 
executives. 


The Effects of Automation 


Four executives of companies that have 
delved into automatic production §tech- 
niques told an AMA meeting that highly 
mechanized production can shave costs for 
labor, material and factory overhead, and 
jack up output enough to be a “must” in 
staying ahead of competition. They also 
agree that automation makes possible far 
greater uniformity of product than under 
conventional processes where manual labor 
is used. The four also agreed that in- 
creased total production, as a result of 
automation, has permitted the employ- 
ment of more people than when the new 
processes were first adopted. 


The Consumer's Dollar 

Consumers are spending a larger pro- 
portion of their money for services, ac- 
cording to an analysis by NICB. At pres- 
ent, some 36¢ of every consumer dollar is 
spent for goods and services, compared 
with 31¢ in 1947. The increase in the rate 
of service purchases is attributed to addi- 
tional needs brought on by the trend to- 
ward home ownership, the boom in appli- 
ances and automobiles and the resulting 
rise in financing charges. 


Plant and Equipment Expenditures 

Businessmen expect plant and equip- 
ment expenditures to increase steadily dur- 
ing the remainder of 1955 to a record rate 
in the last three months of the year. Ac- 
cording to reports received by Commerce 
and SEC, business will spend $27.9 bil- 
lion this year on new plant and equipment, 
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about 3% more than scheduled at the be- 
ginning of the year. If programs for the 
last six months materialize, 1955 outlays 
will be 4% above last year and only 1% 
below the all-time high of $28.3 billion in 
1953. 


Trends in Credit Practices 

The Credit Research Foundation, 229 
Fourth Avenue, New York 3, N. Y., has 
issued a study entitled “Terms of Sale and 
Collection Practices in 32 Industries” 
which is based on a survey of 1203 com- 
panies in the producing and distributing 
fields, representing a variety of lines. The 
study covers terms of sale, cash discount 
practices, late payment, secured and in- 
sured accounts, and accounts receivable. 
Tables and charts are used to illustrate the 
findings. Credit Research Foundation 
points out that few companies report any 
changes in terms of sale but there is a very 
slight trend toward more liberal terms and 
there is no apparent trend toward elimina- 
tion of cash discount which is offered by 
three fourths of the companies. The CRF 
study also reveals that consistent late pay- 
ment is allowed under some circumstances 
by one half of the companies and that 
sales on a secured basis are used to some 
extent by 30% of the companies. Very 
few companies report the use of credit in- 
surance. 


Plant Tours 

A study by Douglas Aircraft showed 
that typical visitors’ plant tours result in 
enough disruption to cause a loss of 
$5,000 worth of production. 


Business Aid to Education 

The National Merit Scholarship Cor- 
poration, an independent nonprofit group, 
with initial funds of $20.5 million, has 
been set up to help business and industry 
increase their support of higher education 
in the United States. The corporation will 
spend $1 million a year during the next 
ten years on four-year college scholarships 
for deserving high school students. An- 
other $8 million will be used to cover ad- 
ministration costs. Initial working funds 
were provided by the Ford Foundation 
and the Carnegie Corporation of New 
York. The major purpose of the corpora- 
tion is to provide an efficient, effective or- 
ganization through which business, indus- 
try and individual citizens can support 
higher education. The donor corporation’s 
identity will be maintained by giving the 
scholarship the donor's name. Corpora- 
tions may specify some choices in the use 
of their contributions, such as geographi- 
cal location of the student or college, ca- 
reer purpose and sex of student. Sears 
Roebuck Foundation and Time, Inc., are 
among the first organizations to announce 
participation in the new scholarship pro- 
gram. 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


TOP MEN... 

M. E. Hardaker (#2390-1943), general 
merchandising manager of the Fahy Store, 
Rome, Georgia, is now president of the 
concern. . . . Calvin P. Webb (#3999- 
1947) is president and treasurer of 
Media Coal & Ice Company, Media, Pa. 
He was associated with Eastern Mortgage 
Service Co., Philadelphia, Pa., as vice 
president and treasurer. . . . Charles A. 
Specht (#4507-1949), president, Foreign 
Trade Subsidiaries, Charles Pfizer & Com- 
pany, Inc., New York, is now president of 
Horizons Titanium Corporation of the 
same city. 


oe 
& 





MR. WATSON 


NEW CONNECTIONS .. . 

John D. Grayson (#1561-1939), divi- 
sion controller, Dearborn General Manu- 
facturing Division, Ford Motor Company, 
Dearborn, Michigan, is now vice president 
and treasurer, American Tractor Corpora- 
tion, Churubusco (Fort Wayne), Indiana. 
.. . John E. Haire (#6077-1953) has 
changed from comptroller of Alaska Pine 
& Cellulose Limited, Vancouver, B. C., to 
comptroller of Abitibi Power & Paper 
Company, Limited, Toronto, Ontario. 
. . « William C. Watson (#5361-1951) 
has been named assistant comptroller and 
assistant treasurer of Chesebrough-Pond’s 
Inc., New York. His primary responsibil- 
ity for the time being will be integration 
of the recently effected merger of Chese- 
brough Manufacturing Co., Consolidated 
and Pond’s Extract Co., which took place 





MR. WELCH 


July 1. Mr. Watson had been deputy 
comptroller of the Vick Chemical Co., 
New York. 

Russell E. Welch (#2067-1941) has 
been appointed controller for Continental 
Electric Equipment Co., Cincinnati, Ohio. 
He was associated for many years with the 
United States Printing & Lithograph Co., 
Norwood, Ohio, and since 1952 has been 
assisting in the management of the West- 
ern Paper Goods Company, Cincinnati. 
Mr. Welch has served on the National 
Cost Committee of the Folding Paper Box 
Association of America and the National 
Lithographers Association. . . . Jules E. 





MR. BISSET 


Anderson (#5863-1953), formerly gen- 
eral manager of Sweden Freezer Sales Co. 
of New York, New York, and chief ac- 
countant, Schenley Distillers, is now di- 
rector of sales budgets and profit controls 
for Publicker Industries Inc., Philadel- 
phia, Pa. 

W. J. Smith (#5314-1951) has accepted 
the post of controller with Stowe-Wood- 
ward, Inc., Newton Upper Falls, Massa- 
chusetts. He was formerly budget director, 
Sherman Paper Products Corporation, also 
in the same city. ... Frank J. Kelly 
(#5551-1952), formerly treasurer-control- 
ler, The J. H. Day Co., Inc., Cincinnati, 
Ohio, is now controller of Kennedy-Van 
Saun Manufacturing & Engineering Cor- 
poration, Danville, Pa. . . . Francis M. 
Hernan (#3962-1947) has been elected 
secretary-treasurer of American Window 
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MR. HERNAN 


Glass Company, Pittsburgh, Pa. He was 
formerly the controller of Fruehauf Trailer 
Company, Detroit, Michigan, and prior to 
that held the position of budget director 
of the Anchor Hocking Glass Corpora- 
tion, Lancaster, Ohio. . . . D. M. Veon 
(#5043-1951), formerly secretary-treas- 
urer, American Window Glass Company, 
is now controller, Frontier Chemical Com- 
pany Division, Union Chemical & Mate- 
rials Corporation, Wichita, Kansas. 


NEW APPOINTMENTS .. . 

Lester C. Hopton (#2869-1944), vice 
president, secretary and controller, Inger- 
soll-Rand Company, New York, has been 
elected first vice president and secretary. 
Herbert Cresswell was appointed to suc- 
ceed Mr. Hopton as controller... . 
Grant H. Wier (#6666-1955) has been 
named comptroller of Commonwealth 
Edison Co., Chicago, Ill. . . . James F. 
Bisset (#4050-1947) has been elected vice 
president and treasurer of Pittsburgh Con- 
solidation Coal Company, Pittsburgh, Pa. 
He has been controller of the company 
since 1945. Robert M. McCarthy, assistant 
controller since 1948, has been appointed 
controller. . . . William 1. Monaghan 
(#4406-1948) has assumed the new title 
of assistant vice president of Whitney Na- 
tional Bank of New Orleans. He is a past 
president of the New Orleans Control of 





MR. SIDDALL 


Controllers Institute and is chairman of 
the meeting of Local Control Officers at 
the coming Annual National Conference 
of CIA in Los Angeles, Nov. 6-9. 


PROMOTIONS ... 

James A. Marohn (#3171-1944), fi- 
nancial vice president and treasurer, Magic 
Chef, Inc., St. Louis, Mo., to executive 
vice president. . . . Gordon A. O’Brien 
(#2087-1941), controller and assistant 
treasurer of Worcester Telegram Pub- 
lishing Company, Inc., Worcester, Mass., 
to treasurer. Mr. O'Brien is a member and 
a former director of the Institute of News- 
paper Controllers and Finance Officers. 
...K. Y. Siddall (#1246-1938), vice 
president, Procter & Gamble Company, 
Cincinnati, Ohio, to administrative vice 
president and a director. Mr. Siddall suc- 
ceeds Renton R. Brodie, who retired after 
36 years’ service but will continue as a 
director. 
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ADDITIONAL DUTIES FOR... 


James A. Trainor (#3254-1944), di- 
rector, vice president and comptroller, 
Commercial Controls Corporation, Roches- 
ter, N. Y., who has been appointed gen- 
eral manager as well. He is a national 
director of Controllers Institute and a 
past president of the Rochester Control. 
. . « Louis E, Nufer (#5047-1951), treas- 
urer, Pepsi-Cola Company, New York, 
who is now financial vice president and 
treasurer. . . . William C. Knapp (#3595- 
1946), controller since 1945 of the Arun- 
del Corporation, Baltimore, Md., who has 
been elected vice president-controller and 
a director. He is a past president of the 
Baltimore Control of Controllers Institute. 

Emil A. Bartz, controller of Webb & 
Knapp, Inc., New York, has been named 
assistant treasurer and Harry V. Lett, sec- 
retary, has been elected treasurer. Both 
will continue to serve in their present ca- 
pacities as well... . J. Earl Presson 
(#5036-1951), controller of Central Fibre 
Products Company, Quincy, Ill., is now 
vice president and controller... . A. F. 
Bogle (#2705-1943), controller, Permutit 
Co., New York, has added the duties of 
assistant secretary. . . . R. A. Cuthbert- 
son (#2659-1943), secretary, Cities Serv- 
ice Oil Co., New York, has been ap- 
pointed to the post of industrial relations 
manager. 


POST OFFICE CONTROLLERS .. . 


Walter M. Reynolds (#1051-1937), 
formerly division controller, Grand Rap- 
ids Division, Lear, Inc., Grand Rapids, 
Mich., is now regional controller, Bureau 
of Finance, Post Office Department, St. 
Louis, Mo. ... James E. M. Brown 
(#484-1935) has been appointed regional 
controller of the Chicago Region at the 
Post Office Department, Chicago, Ill. He 
was formerly head, Ordnance Installation 
Branch, Industrial Systems & Special Proj- 
ects, Office of the Comptroller, United 
States Navy, Washington, D. C. 


COMPANY CHANGES... 


Jay E. Hummer (#6046-1953), chief 
accountant, American Car & Foundry 
Company, St. Charles, Mo., has trans- 
ferred to the Erco Division, ACF Indus- 
tries, Incorporated, Hyattsville, Maryland, 
as division comptroller. . . . George T. 








MR. SCHARFFENBERGER 


Scharffenberger (#4382-1948) has been 
elected vice president in charge of opera- 
tions of Kellogg Switchboard & Supply 
Co., Chicago, Ill., a division of Interna- 
tional Telephone & Telegraph Corpora- 
tion. He formerly was vice president 
of Federal Telephone & Radio Co., Clif- 
ton, N. J., another I.T.&T. division. 
.. . Sterling H. Bass (#6050-1953), 
comptroller of Kellogg, was recently 
elected treasurer. He had been comptroller 
and assistant treasurer since 1952. 


HONORS TO... 

Vincent F. Lechner (#5069-1951), who 
recently celebrated his 40th year of serv- 
ice with the Mutual Life Insurance Com- 
pany of New York. In his four decades 








es 


MR. BASS MR. LECHNER 


with the company, he moved from mes- 
senger boy, his first job when he joined 
MONY in 1915 as a lad of 15, through 
bookkeeper in 1920, assistant treasurer, 
1941, to assistant comptroller of MONY 
in 1944. He became associate comptroller 
two years later. In 1952 he was appointed 
manager of the office operations depart- 
ment and was advanced to his present 
post of vice president for office operations 
in 1954. 

Mr. Lechner is a former director of the 
New York City Control of Controllers 
Institute and chairman of its Methods 
and Procedures Committee. He is also a 
former instructor in accounting for the 
Insurance Society of New York and past 
president of the Mutual Life Association. 





Charles Z. Meyer (left), vice president and comptroller, First 
National Bank of Chicago, was presented with the coveted 
NABAC key for meritorious service by the National Asso- 
ciation of Bank Auditors and Comptrollers at the closing 
banquet of their 31st Annual Convention in Denver, Colo- 
rado on October 12, 1955. The presentation, one of the high- 
est honors which the Association can make to members in 
recognition of their outstanding contributions to the work of 
NABAC, was made by outgoing Association President Rob- 
ert H. Shepler (right), vice president and cashier, Denver 
National Bank, Denver, Colorado. Mr. Meyer has served as 
national president of both NABAC and Controllers Institute. 
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SPEAKERS .. . 

Paul Kircher (#5861-1953) delivered a 
paper on the evaluation of electronic com- 
puters in management sciences for man- 
agement planning and control at the Sec- 
ond Annual National Conference of the 
Institute of Management Sciences in New 
York on October 20, 1955. ...G. R. 
Ladner (#5573-1952), controller, Security 
Insurance Company of New Haven and 
W. R. Phelan (#5035-1951), controller, 
U. S. Fidelity and Guaranty Company, 
were featured speakers at a session entitled 
“Reports to Management” held at the 


*OPPORTUNITIES*+ 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE CON- 
TROLLER, Two Park Avenue, New York 16, 
N. Y. Replies will be forwarded. 





HELP WANTED 





WANTED 


Financial executive for large (60 million an- 
nual sales) 30-year old southern corporation. 
Broad experience in public and corporate ac- 
counting. Must have adequate corporate ex- 
perience as financial officer or assistant. Age 
between 30 and 45. Salary commensurate with 
experience and qualifications. Address replies 
to Box 2191. 


CONTROLLER 


in charge accounting and office management. 
Experience general accounting, costs, budgets 
and inventory control. Moderate-sized, long- 
established San Francisco manufacturer. Write 
full details, giving experience, earnings and 
personal information. Gantner & Mattern Co., 
1453 Mission Street, San Francisco, California. 





SITUATIONS WANTED 





ASSISTANT CONTROLLER 


Present controller and assistant treasurer of 
small company ($10 million annual sales), 
listed on American Stock Exchange, seeks po- 
sition on controller’s staff of larger company. 
New York CPA, member Controllers Institute, 
NACA. Box 2182. 


CONTROLLER—TREASURER— 
ASSISTANT 


Executive accountant with over 20 years’ ex- 
ceptional management experience in account- 
ing and financial fields is seeking a change. Su- 
pervision covered finances, controls, budgets, 
analysis, procedures, audits, taxes and tax 
planning. Presently employed as management 
consultant. Box 2184. 





NOTE: THE CONTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 
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MR. KIRCHER 


Fifth Workshop on Cost Reduction «and 
Control sponsored by the Association of 
Casualty and Surety Companies on Sep- 
tember 20, 1955 in New York City. 
T. Corwin Steele (#6152-1954), secre- 
tary-comptroller, Royal-Liverpool Insur- 
ance Group, was the chairman of this par- 
ticular session. 

Earl D. Page (#456-1935), controller, 
The Colorado Fuel and Iron Corp., Den- 
ver, served as official representative of 
Controllers Institute of America at the 
31st Annual Convention of the National 
Association of Bank Auditors and Comp- 
trollers, held in Denver, October 10-13. 
Among the speakers at the convention 
were John C. Shea (#5523-1952), presi- 
dent of the New Orleans Control of the 
Institute, and vice president, Whitney Na- 
tional Bank of New Orleans, who dis- 
cussed the ‘Whitney Alphamerical Sys- 
tem,’ based on the telephone book, which 
his bank recently devised for handling 
checking accounts and providing a better, 
more efficient and economical bookkeep- 
ing system. 

Robert W. Fischer (#5559-1952), the 
Vice President of the First National Bank 
of Minneapolis, discussed ‘Evaluating the 
Audit Program”’ at one of the convention 
sessions while Edward F. Lyle (#1401- 
1939), vice president and comptroller, 
City National Bank and Trust Company 
of Kansas City, spoke on “Accrual Ac- 
counting,’’ pointing out that the two major 
benefits of a complete accrual system are 
audit and management control. 

Joseph A. Hall, deputy comptroller, 
The Citizens and Southern National Bank, 
Atlanta, Georgia, discussed recent modi- 
fications of the dual and single posting 
systems—the A.B.C. Plan, the Unit Plan, 
and the Post-to-Check Plan—explaining 
the advantages and disadvantages of each 
as answered by numerous banks to which 
Mr. Hall had sent questionnaires. 


EXTRACURRICULAR ACTIVITIES .. . 
Professor William J. Vatter (#4186- 
1948) of the University of Chicago, led 
discussions on “Integrated Production and 
Accounting Functions” at a special con- 
ference in Melbourne, Australia, on Sep- 
tember 28. The conference was under the 
auspices of the Australian Institute of 
Management, Melbourne Division. Pro- 
fessor Vatter is an associate member of 
Controllers Institute. . . . Theodore Herz 


MR. PAGE 


MR. SHEA 


(#2319-1942) served as chairman of one 
of the sessions at the 68th annual meeting 
of the American Institute of Accountants 
in Washington, D. C., October 23-27, 
1955. ... J. E. Auchmoody (#6208- 
1954), controller of the Simplex Wire & 
Cable Co., Cambridge, Mass., has been 
appointed to serve on the Industry Ac- 
counting Committee of the National Elec- 
trical Manufacturers Association. 


WRITERS ... 

Arnold W. Johnson (#5675-1952), 
chairman, Department of Accounting, 
New York University, School of Com- 
merce, Accounts and Finance, New York, 
is author of a new book entitled “Prin- 
ciples of Auditing” published by Rine- 
hart & Co., Inc. This is a companion vol- 
ume to his ‘‘Case Problems in Auditing” 
published by the same company in 1950. 


Obituary 


se He nS 


HERMANN C. MILLER (#4159-1948), 
chairman of the Department of Account- 
ing at the Ohio State University, Colum- 
bus, Ohio, died suddenly of an apparent 
heart attack on Oct. 4, 1955. He was 60. 

He had served as a member of the Ohio 
State University teaching staff from 1923 
to 1925 and continuously from 1926 to 
his death. He was past president of the 
Ohio Society of Certified Public Account- 
ants, serving in that capacity from 1934 
to 1936; he was president of the Ameti- 
can Accounting Association in 1947 and 
served as president of the Grand Council 
of Beta Alpha Psi. He served on many 
committees of the AIA and NACA, and 
at the time of his death, was serving as 
president of the Council on Professional 
Education for Business, and was a mem- 
ber of the Executive Committee of the 
Commission on Standards of Education 
and Experience for CPA’s. 

Professor Miller was co-author with 
Jacob B. Taylor of several well-known 
texts including ‘Intermediate Account- 
ing,” “CPA Problems,” and “Solutions 
to CPA Problems.’ He had contributed 
numerous articles to professional and 
technical journals. He served as chairman 
of the Ohio State annual accounting “Hall 
of Fame’”’ since its inception. 
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